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Cover Picture . . . Administration building 
and library of the University of Texas, 
Austin, with war memorial fountain, gift of 
Major George W. Littlefield. Although a 
state university, it has an endowment of 
over $205 million, an important matter in 
a period when colleges are operating with 
deficits. (See page 581 for details of invest- 
ment of college funds.) The Commission on 
the Financing of Higher Education, after a 
three year survey, reported that 1,500 col- 
leges and universities need $250,000,000 a 
year more than they are receiving. Sub- 
stantial gifts from industry offer much 
needed assistance but still fall far short of 
this goal. Financial institutions look to the 
colleges each year for a supply of high cali- 
bre graduates to train for future officers. 
Young men will step into top positions at 
a younger average age than did their prede- 
cessors, and in addition to training on the 
job will need the broad foundation given by 
the higher educational institutions. 

—Photo from Ewing Galloway 
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To Study Trust Fees 


Please accept my thanks for your 
kind favor of May 4th together with the 
enclosures which are most interesting 
and apropos to the study that we are 
making in regard to “Trust Fees.” It 
has occurred to me that an announce- 
ment in your magazine with reference 
to this study might produce a great 
number of suggested reforms, etc. from 
trust officers whom we have not con- 
tacted. We would be most appreciative 
of the information that it will bring back 
to us. Copies of this study will be avail- 
able to all trust officers at no charge; 
however, we would much prefer it be 
reproduced in your publication prior to 
any such announcement. 


G. B. McKay, 
Executive Secretary 


Probate Attorneys Association 
Los Angeles 


Success Story 


I have just found among material on 
my desk the May issue of TRUSTS AND 
EstaTEs which I had put aside as a 
reminder to drop you a note. You may 
recollect you and I having a conversa- 
tion in Des Moines in which we agreed 
that it was going to be one tough job 
to report on the National Estate Plan- 
ning Institute there in a way that would 
do it justice and catch the essence of 
its flavor. I am dropping you this note 
just to tell you that you succeeded in 
doing exactly that. It is a fine job of 
reporting. 

Robert J. Lawthers, 

Direcvor of benefits and 

Pension Business 
New England Mutual Life Ins. Co. 
Boston 
A A A 

® Fifty-five per cent of American fam- 

ilies had incomes of $4,000 or more in 

1953, with 1954 following much the same 

pattern, according to the Commerce De- 

partment. For 40% of the families in- 

come was over $5,000. The average in- 
come was $5,370 and $5,330. 
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Look closely at this little black box 
...1T’S LOADED! 


NO MATTER WHO YOU ARE or what 
you do, the chances are good that this 
little black box will have a far-reaching 
effect on your way of life within the 
very near future. 

For this is ‘“TRANSAC’’*—+the smallest, 
lightest, and fastest ‘‘electronic brain’’ yet 
announced—and its development by 
Philco scientists finally unlocks the 
door to mass production and wide- 
spread use of electronic computer and 
control systems in industry, science, 
business, and the Armed Forces. 

And a well-locked door it was— 

Because the demand for the benefits 
of automatic computation mushroom- 
ing out of World War II has, until 
now, put a breaking strain on .com- 
puter design. As they have grown more 
complex they have grown more cum- 
bersome and harder to produce. 

Their thousands of vacuum tubes 
have generated not only heat and the 
need for bulky air-conditioning, but 
also problems of power consumption 





and maintenance. And their size and 
weight have barred their use in many 
urgent military applications. 

To this dead-end situation Philco 
engineers brought a fresh outlook 
and combined it with their experi- 
ence from pioneering the “Surface 
Barrier” Transistor. 

By utilizing the unique high fre- 
quency properties of the Philco ‘‘Sur- 
face Barrier’ Transistor, they evolved 
an entirely new concept in computer 
design—the Philco Direct Coupled 
Transistor Circuits. 

This ‘‘direct coupling’ of transistors is 
the key that unlocks the door. 

By one basic stroke, it cuts sharply 
the number of elements in a circuit, 
pares down the bulk and weight, slashes 
cost and production time...and 
speeds up computation ! 

“TRANSAC”’, for example, is one- 
third smaller and lighter, and 10 times 
faster than any transistorized computer 
announced to date. It operates on one 


**TRANSAC"’—Trademark of Philco Corporation for Transistor Automatic Computer 


a a yy 
ANOTHER Fist FROM THE [P H LCO LABORATORIES 


small battery, with less than 1/1000th 
of the power needed by a comparable 
vacuum tube computer, and generates 
less heat than a Christmas tree bulb. 

Yet it performs all computer func- 


_ tions—multiplies, divides, compares, 


and ‘“‘carries’’ for 19 binary digits and 
algebraic sign, and also performs 
416,000 complete additions or sub- 
tractions per second! 

The civilian applications for this 
system are limitless. And the military 
uses—with the emphasis on light- 
weight portability, low power con- 
sumption, and high accuracy—are only 
to be hinted at. 

Thus ‘““TRANSAC”’ becomes one more 
example of the teamwork of Research, 
Engineering, and Application that has 
made ‘“‘Philco’’ synonymous with 
“leadership” in Electronics. 
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BANK TRUSTEES ADMINISTER TWICE AS MUCH 
in dollar value of corporate equities as 
all other institutional investors com- 
bined, according to estimates by the New 
York Stock Exchange. The tabulation pre- 
pared for the Fulbright Committee shows 
personal trust funds total of $37.8 bil- 
lion and pension trust total of $3.1 bil- 
lion, out of a grand total of $66.3 bil- 
lion for the nine institutional classifi- 
cations. In addition, banks and trust com- 
panies hold or advise on much of the $2.5 
billion college endowments and $5.1 bil- 
lion foundation, church and charitable 
funds in investment agencies. Next largest 
stockholders were the investment companies 
($7.3), fire and casualty insurance ($6.5) ; 
life insurance ($3.4); savings banks ($.6). 


THE INDIVIDUAL RETIREMENT ACT OF 1955 is 
meeting opposition from the Treasury De- 
partment. H.R. 9 and 10 would allow ex- 
clusions from gross income of amounts paid 
into retirement funds or for premiums on 
retirement annuity contracts by self-em- 
ployed persons and others not eligible for 
employer pension plans. Secretary Humphrey 
estimates a revenue loss of $3% billion if 
all eligible taxpayers took advantage of 
the proposed law. He favors consideration 
of legislation limiting benefits to self- 
employed taxpayers whose self-employment 
income is at least 20-30% of total annual 
income. 


CURRENT CORPORATION MERGER RATE is near- 
ing the 1946-47 peak and is at three times 
the 1949 pace, according to a study by 
Commerce Clearing House of Chicago, with 
the top groups as follows: 249 in non- 
electrical machinery, 243 in food products 
and 186 in chemicals. For a study of val- 
uation factors in some of the more promi- 
nent mergers of recent years, see the 
first of a three-part study by Chelcie C. 
Bosland, Eastman Professor of Political 
Economy at Brown University (T&E, June, 

P. 516) and the second installment in this 
issue (p. 583). 
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A T&E SURVEY OF 20 COLLEGE ENDOWMENT FUNDS 
Shows that equities still represent, on 
average, one-half of the $1.7 billion 
total. Also of note are as yet small-scale 
commitments in oil-gas royalties and net 
lease deals to sweeten income, larger 
ownership of realty and mortgages and evi- 
dence of some inclination to reduce 
equity position as prices advance. No 
decided trend in the last sector but these 
funds have benefitted handsomely and would 
be loath to see substantial shrinkage in 
unrealized appreciation by overstaying the 
market. (see page 581) 


UNIONIZATION DRIVE ON BANK EMPLOYEES has 
been announced by AFL officials, to start 
in August. At present, fewer than 200,000 
of the eight million in the "white-collar" 
occupations to be affected by organization 
efforts belong to unions, less than 
100,000 of them in CIO or AFL. The drive 
will be aimed particularly at banks and 
insurance companies as well as mercantile 
and real estate firms. Stenographers, sec= 
retaries, clerks and related workers such 
as now covered by AFL's Office Employees' 
International will be the target. 


EMPLOYEE THRIFT PLANS, originated by oil 
companies, are extending to other fields, 
and may become another major field of cor-= 
porate fiduciary activity. More employees 
will become shareholders in American in- 
dustry both through Thrift and Unemploy- 
ment Security plans and by direct invest- 
ment, aS in mutual funds. Many others are 
participants in their company's welfare 
via profit-sharing plans. Although the 
U.A.W. turned down the Ford proposal for 
Stock=purchase as part of contract bar- 
gaining, the company is considering an 
offer to salaried employees. 


ATOMIC DEVELOPMENT IN POWER IS MAKING 
HEADLINE NEWS with six nuclear utility pro- 
‘jects under way. A bill has been intro- 
duced in the House to amend the Public 
Utilities Holding Company Act of 1935 to 
exclude from its restrictive provisions 
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any company solely utilizing nuclear ma- 
terial for generation of electric energy 
and it would also permit combinations, 
under certain conditions, to encourage de-= 
velopment of low-cost power from all 
sources, including the atom. 


HOUSEHOLD ATOMIC NOTE — this time for the 
future homeowner who may be able, within a 
few years, to have his home equipped with 
a nuclear-powered, self-contained heating 
and cooling system. The Institute of 
Boiler and Radiator Manufacturers estimate 
that material savings in construction of 
a home without flues and chimney would re- 
sult, while the unit's estimated six year 
life, free of maintenance charges, would 
cost perhaps $300. The overall installa- 
tion cost would probably be around $1,000- 
$1,500 but costs are necessarily approxi- 
mate. Engineering know-how is said to per- 
mit immediate production but shortage of 
fissionable material is the present bar- 
rier. 


LEGISLATION ROUND-UP: This month's crop 
of new laws (See page 614) produced the 
following measures worthy of note: Con- 
necticut joined other New England states 
in revising the common law rule against 
perpetuities; Oregon follows the trend to 
exempting employee trusts from that rule; 
South Carolina now has a common trust fund 
enabling statute, leaving only Iowa and 
Rhode Island without such permissive 
legislation; Tennessee has adopted the 
Uniform Principal and Income Act; Wiscon- 
Sin offers two estate planning aids by 
permitting designation of testamentary 
trustee as beneficiary of inSurance as 

-well as bequests to living trusts. 


TRUST DEPARTMENTS IN 83 COMMERCIAL BANKS 
of the Second District were 14% more 
profitable in 1954 than in 1953, a Federal 
Reserve Bank of New York survey shows. 
Outside of New York City 47 departments 
that reported for both years increased 
gross income 16% but continued to show net 
losses. Nine trust departments in New York 
City which reported both years and do 80% 
of the city's business found their trust 
* operation generally profitable in its own 
right. For details see page 597. 


THE NEWLY GRANTED POWER TO COMMINGLE 
PENSION and other employee trust funds for 
collective investment (see June issue, p. 
464 for summary of Federal Reserve Regula- 
tion amendment) is believed to apply only 
to national bank trust departments. Al- © 
though state bank trust departments and 
trust companies are governed by Section 17 
of Regulation F in the operation of common 
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trust funds composed of participations of 
personal trust accounts, that compliance 
is dictated by Section 584 of the Internal 
Revenue Code of 1954 which grants income 
tax exemption to such funds maintained in 
accordance with Federal Reserve Regula- 
tions. However, a footnote to the recently 
issued amendment — which is to Section 10 
of Regulation F — points out that the 
change is not designed to confer exemption 
from Federal income taxation. 

One may conclude, therefore, that the 
amendment abrogates the common law rule 
against commingling of trust funds only 
insofar as national banks are concerned 


Since the Reserve Board's Regulations could | 


not affect state law. Any Similar exemp- 
tion for state institutions would have to 
be Sought in state legislation. If exist- 








he IT 





ing common trust fund enabling legislation | 


could be said to allow commingling funds 
of employee trusts, participations would 


be limited to $100,000 under Section 17 of | 


Regulation F, at least in those states 
whose law is tied to Federal Reserve 
rules. On the other hand, it may be argued 
that compliance with Section 17 is un- 
necessary inasmuch as tax exemption under 
Code Section 584 need not be sought since 
the participating accounts would them- 
selves be tax-exempt employee trusts 

(one of the provisions of amended Section 
10 — the other being express commingling 
permission in the instrument or court 
order). 


NEW PRIVATE SOURCE OF MEDIUM-TERM 
CREDITS for American Overseas Finance Cor- 
poration, jointly owned by investment of 
$10 million common capital by the Chase 
Manhattan Bank, Chemical Corn Exchange 
Bank, The First National Bank of Boston, 
The Mellon National Bank and Trust Co. and 
the National Bank of Detroit. A like 
amount of preferred stock may be sold at 
a later date to institutional investors. 
Designed to finance largely productive 
capital goods, it will help American firms 
to meet competition in areas where foreign 
government agencies often make available 
liberal credit terms to assist their na- 
tions in developing trade. 


PERSONAL INCOME FOR THE FIRST QUARTER of | 


1955 ran at the rate of $292.5 billion 
compared with $285 billion for the first 
quarter of 1954, according to the Com- 
merce Department. About 29,500,000 fam- 
ilies have incomes under $5,000. Families 
with income between $5,000 and $10,000 


families with incomes over $10,000. 





number 17,300,000. There are some 3,800,000 | 
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This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate, 


and Interest Trust and Income Tax Records 
Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 
Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 





), 000 F 


STATES Jury 1955 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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What to Watch for in 


Estate Pl 


N THIS DISCUSSION OF SOME OF THE 
I questions in the field of estate plan- 
ning on which the 1954 Internal Reve- 
nue Code is not entirely clear, I shall 
attempt to point out what to look for 
in the new regulations as and when 


they are published. 


Section 72 of the Code excludes from 
gross income that part of any annuity 
payment which the “investment in the 
contract” bears to the “expected return.” 
This nontaxable portion is called the 
“exclusion ratio.” The one . pertinent 
regulation thus far published includes 
actuarial tables by which this ratio can 
be determined in any given case. The 
regulation also contains several helpful 
examples, but otherwise it adds little 
to what is set forth in the code itself. 


Annuity Calculation 


The most significant feature of this 
regulation, however, is not what it says 
but what it does not say. Under Section 
72 the starting’ point in determining the 
“investment in the contract” is to as- 
certain “the aggregate amount of pre- 
miums or other consideration paid for 
the contract.” The question is whether 
the cost should include premiums paid 
for special benefits, such as double in- 
demnity for accidental death or waiver 
of premiums for disability. Some stu- 
dents of the subject believed that in 
determining “the aggregate premiums 
- or other consideration paid” the regu- 
lation would attempt to exclude pre- 
miums paid for such additional bene- 
fits. Support for this belief was found 
in Estate of Wong Wing Non, 18 T. C. 
205, in which the Commissioner con- 
ceded that premiums not paid, but 
waived because of disability, were 
nevertheless part of the cost of an en- 
dowment policy. It seemed unlikely 
that he would also recognize as part of 
the cost the premiums paid for the 
waiver privilege. It is, therefore, signi- 
ficant that in this first regulation the 
Commissioner recognizes as part of the 


From address before Life Insurance and Trust 
Council of Los Angeles, June 13, 1955. 
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LEON B. BROWN 
Of the Los Angeles Bar 


taxpayer's investment in the contract 
all premiums actually paid, for what- 
ever benefits are available under the 
contract. I think it follows that premi- 
ums not paid because of disability will 
no longer be considered part of cost.* 


Section 72 requires that in every 
annuity contract the investment be re- 
duced by the actuarial value of any 
guaranteed “refund of the considera- 
tion paid,” including in this phrase 
“all sums paid after death under an- 
nuity contacts for a period certain.” 
This means that each payment received 
by the annuitant will be taxable to a 
greater extent than if there were no 
such refund provision. After his death, 
the payments made to his estate or 
widow are taxable to the extent that 
they exceed the aggregate amount of 
premiums or other consideration paid. 
Where the guaranteed refund is only 
of the amount paid for the contract, it 
follows that the payments after death 
will be entirely tax free. 


This is what the Senate Finance Com- 
mittee must have been thinking about 
when it said that “amounts received as 
a refund by the beneficiary or estate of 
the annuitant will be free from income 
tax.” There are, however, contracts in 
which the interest accumulation is so 
great as to permit guaranteed payments 
aggregating more than the cost of the 
contract. An example would be a retire- 
ment income contract providing pay- 
ments for 20 years certain. The formula 
set out in Section 72 imposes a tax 
on the excess payments received, and 
the question has been raised whether 
ihis tax will be disregarded in view 
of the statement in the Senate Finance 
Committee report. I am reasonably sure 
the answer is No and that if the regu- 
lations to be issued deal with the ques- 
tion at all they will limit the Commit- 
tee’s remarks as to tax-free payments to 


*But see Rev. Rul. 55-349, just published, hold- 
ing that under the 1939 Code the cost of an 
endowment contract does not include the portion 
of premiums paid which is attributable to other 
benefits. Perhaps my interpretation of the above 
regulation is too sanguine. 





anning Re gulations 


those contracts which guarantee a re- 
fund of only the premiums paid. I feel 
the whole question arises out of a mis- 
construction of the Committee’s langu- 
age. It spoke of amounts received as a 
refund being tax-free; it did not say 
that amounts received in excess of those 
necessary to refund the premiums ‘would 
be tax-free. 


Constructive Receipt 


Where an endowment contract gives 
the taxpayer an option to receive annu- 
ity payments instead of a lump sum, 
the Commissioner has always contended 
that if the election to take annuity pay- 
ments is not made until after maturity, 
there is a constructive receipt of taxable 
income equal to the difference between 
the lump sum payable under the con- 
tract and the total premiums paid, just 
as if the lump sum had actually been 
collected at maturity and then paid 
back to purchase the annuity. Section 
72 contains a relief provision avoiding 


any such constructive receipt of income [ 
if the annuity option is exercised with- § 


in 60 days after maturity. 


The question raised is as to the tax 
‘reatment if the election is delayed more § 


than 60 days after maturity. I cannot 
predict whether the regulations will dis- 
cuss this point, but I can predict that 
if they do they will not give taxpayers 


any comfort. The relief provision would | 
be entirely unnecessary if the construc: J 


tive receipt theory had no merit, and 
I think the Commissioner and the courts 


will both say that 60 days’ leeway means [) 


60 days and no more. 


Section 22(b) (2) of the 1939 Code, 
in imposing a tax on amounts received 
under life insurance or endowment con- 
tracts, to the extent they exceeded the 
premiums paid, made an exception for 
amounts paid by reason of death. Sec- 
tion 72 imposes the same tax “if no 
other provision of this subtitle applies.” 
This, of course, excludes death benefits 
under life insurance policies, for they 
are expressly covered by Section 101, 
but does it exclude amounts received 
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by reason of death under endowment 
contracts? Although Section 72 men- 
tions endowment and life insurance con- 
tracts separately, Section 101 dealing 
with death benefits speaks only of life 
insurance contracts. There is a hiatus. 
I hope the regulation when issued will 
clearly say that endowment policies are 
life insurance contracts within the mean- 
ing of Section 101, lest it some day be 
contended that death benefits under en- 
dowment contracts are taxable. 


Company Held Proceeds 


Section 101 provides that if proceeds 
of a life insurance policy are held by 
the company under “an agreement to 
interest,” the interest is taxable, 


insurance contract,” the interest element 
in the installment payments will also 
be taxed, except that a surviving spouse 
receiving such installment payments 
shall have a special exclusion of $1,000 
per annum. A number of questions arise 
as to what constitutes an agreement to 
pay interest or an agreement to pay 


| installments “provided for in the life 
' insurance contract,” and on these points 
| the regulations will be very important, 
\ for the amounts involved will be too 
+ small to warrant litigation. 


Suppose a family income policy, in- 
stead of providing for monthly pay- 
ments to the widow in the event of 
death, provides that the face amount 


shall be held at interest and, in a sepa- 
rate rider, that the company shall pay 
Sher the difference between the interest 


earned and the guaranteed monthly 


4 payment. Is the $1,000 exclusion avail- 
Sable with respect to the interest element 
yin all’sums paid by the company, or 
jonly in respect to the amounts paid 
Sunder the rider? The statute seems to 


exalt form over substance, and it will 


be very interesting to see if the Com- 


missioner, in his regulations, will at- 


tempt to remedy this. 


As an example to illustrate another 
question, suppose a life insurance con- 
tract permits the insured to elect op- 
tional modes of settlement, but the 
company customarily permits the bene- 
ficiary to do so if the insured does not. 
Will a widow whose husband failed to 
exercise the option be given the benefit 
of the $1,000 exclusion, or will it be 
denied to her on the ground that her 
lection of installment payments is not 
Provided for in the contract? If the 


regulation does not clear this up, Section 
101 should be amended. 











SSTATES 


ULY 1955 


Bank Loan Plan 
The old Code prohibited the deduc- 


tion of interest on sums borrowed to 
purchase or carry single premium life 
insurance and further provided that any 
contract would be treated as a single 
premium policy if substantially all of 
the premiums were paid within the first 
four years. To this Section 264 of the 
1954 Code adds that a policy will also 
be treated as purchased for a single 
premium “if an amount is deposited . . . 
with the insurer for payment of a sub- 
stantial number of future premiums.” 
The purpose, says the Committee Re- 
port, was merely to plug a loop hole, 
but I wonder if the amendment does 
not actually go much farther. 


I have been told that ordinary pre- 
payment of premiums is not greatly 
different in practice from the deposit 
plan, since some companies, at least, 
permit prepaid premiums to be with- 
drawn. If that is so, the common prac- 
tice of having the first five premiums 
paid in advance, and then, at the end 
of the fifth year, having the insured 
pay up the balance of the policy, may 
no longer be safe. Five may be a “sub- 
stantial number,” and the prepayment 
may in effect be a deposit resulting in 
loss of the interest deduction. The 
amendment, in other words, may be 
even more restrictive than Congress 
intended. The regulations will have to 
be watched to see if prepayments are 
treated as deposits to pay future pre- 
miums. 


Reversionary Interest Question 


The most important change made by 
the 1954 Code with respect to life in- 






surance was, of course, the elimination 
of the premium payment test in Section 
2042, dealing with estate taxes on death 
benefits. The proceeds will be taxable 
only if at the time of his death the 
decedent possessed some incident of 
ownership “exercisable either alone or 
in conjunction with any other person.” 
The section continues as follows: 

“For purposes of the preceding 
sentence, the term “incident of own- 
ership” includes a reversionary inter- 
est (whether arising by the express 
terms of the policy or other instru- 
ment or by operation of law) only 
if the value of such reversionary in- 
terest exceeded 5 per cent of the 
value of the policy immediately be- 
fore the death of the decedent. As 
used in this paragraph, the term 
‘reversionary interest’ includes a 
possibility that the policy, or the 
proceeds of the policy, may return to 
the decedent or his estate, or may 
be subject to a power of disposition 
by him.” 

This section has raised so many ques- 
tions that many prospective transfers 
of existing policies are being held up 
until regulations are published. Let me 
list some of these questions. 


First, in an outright gift of a policy, 
with no restriction on the right of the 
donee alone to exercise all incidents of 
ownership, is the donor to be regarded 
as possessing those incidents of owner- 
ship “in conjunction with” the donee? 
I am sure the answer is No, and ] 
think the regulations will say so. 


Second, is the possibility that the 
donor may inherit the policy from the 
donee such a “possibility that the policy 

. may return” to him as to consti- 
tute a reversionary interest arising by 








Students, faculty and guests at second annual Trust New Business School sponsored by the 
Trust Division of the New York State Bankers Association at New York University School 
of Law during week of June 6. 
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operation of law? | think the answer 
is No, and I hope the regulation will 
say so. There is nothing new about this 
definition of a reversionary interest. It 
is found in Section 811 (c) (2) of the 
1939 Code, under which the Second 
Circuit Court of Appeals held (Comm. 
v. Estate of Singer, 161 F. 2nd 15) that 
a possibility of inheritance is not a 
reversionary interest. However, Gold- 
stone v. U. S., 325 U. S. 687, recognized 
that a reversionary interest might exist 
even if it could be eliminated by the 
donee during her lifetime. That is why 


with transfers of property other than 
life insurance, provides that a reversion- 
ary interest in such property shall be 
disregarded if the donee could obtain 
enjoyment by the exercise of a general 
power of appointment. If similar langu- 
age had been put into Section 2042, we 
would not have this problem. 

The third question is: If a possibility 
of inheritance is a reversionary interest 
arising by operation of law, can it be 
valued so as to meet the 5% test? I 
am sure the answer is No, and I think 
the regulation will at least go this far. 




























Section 2037 of the new Code, dealing There is really no way of judging the 
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Fidelity knows Philadelphia and the Delaware Valley 


FIDELITY-PHILADELPHIA 
TRUST COMPANY 


BROAD & WALNUT STREETS PHILADELPHIA 9, PA. 


A billion-dollar trust company—a great commercial bank 


possibility that a donee will not make 
a will, and that is why I am not worried 
about the effects of outright gifts of 
life insurance policies, insofar as Sec- 
tion 2042 is concerned. 


Contemplation of Death 


We must not forget, however, that a 
gift of any property within three years 
of the death of the donor may be tax- 
ed as a transfer in contemplation of 
death. This is true of life insurance pol- 
icies and also of sums of money to pay 
premiums on such policies. The Court 
of Appeals for the First Circuit has held 
(Liebmann v. Hassett, 148 F. 2nd 247) 
that where a gift of an insurance policy 
is made in contemplation of death and 
the premiums subsequent to the trans- 
fer are paid by the donee, the proceeds 
taxable in the donor’s estate are reduced 
by the proportion of the total premiums 
paid by the donee. It is advisable, there- 
fore, after any gift of a life insurance 
policy, to have the premiums for the 
next three years paid by the donee. 


The most interesting question affect- 
ing gifts of life insurance policies is 
whether the Commissioner will attempt 
to apply the reasoning of the decision 
just mentioned to premium payments 
made by the donor after the transfer 
of the policy but within three years of 
his death. Suppose a husband, after 
paying five premiums on a $50,000 
twenty payment life insurance policy, 
gives the policy to his wife, but con- 
tinues paying the annual premium of 
$2,000 until his death five years later. 
The payments of premiums during the 
last three years are held to be transfers 
made in contemplation of death. These 
premiums represent 30% of all the 
premiums paid on the policy and there- 
fore may be said to have purchased 
$15,000 of the proceeds. Is the amount 
taxable $6,000 or $15,000? I think it 


very probable that the Commissioner | 
in his regulations will assert that in | 


such a situation $15,000 of the proceeds 
are taxable in the husband’s estate, not- 
withstanding the elimination in Section 
2042 of premium payment as a test of 
taxability. 


Gift Tax Exclusion 


One of the most beneficial changes 
in the law is Section 2503(c). allowing 
the annual exclusion of $3,000 to gifts 
in trust for minors which meet certain 
requirements. Since some of these re- 
quirements are stated in the alternative, 
there are certain questions of interpre- 
tation. For example, the section requires 


(Continued on page 604) 
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For the Federal Tax Problems of the Average 
Business or Individual ....Under the ‘54 Code 


¢ Sound, dependable answers to the puzzling questions involved in 
unfolding federal tax changes call for a sound, dependable source of 
continuing facts and guidance . . . and here it is! 


°¢ Week after week, each issue of Federal Tax Guide Reports swiftly, 
faithfully hurries to subscribers the last word, the newest development, 
€) the latest twist and turn of events in federal taxation—of interest or 


importance in the everyday conduct of business and personal federal 
tax affairs. 


¢ For CCH’s Federal Tax Guide Reports span the whole work-a-day 
world of federal taxation for revenue—statutes, regulations, rulings, 
court and administrative decisions, returns, forms, reports, instructions. 
Pertinent full texts, filled-in forms, detailed explanations, editorial 
comments and suggestions—plus a wealth of friendly hints, tips, 
knacks, and pointers, from week to week, make clear exactly what to 
do, and how and when and why. 


* Concise, compact, understandable, here is the dependable reporter 
on the federal taxes of the ordinary corporation, the average indi- 
vidual, partnership, or business. Two Loose Leaf Compilation Volumes 

© are included without extra charge to start new subscribers off on the 
right foot. 
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Aucust 22 — 1:45 P.M. 


Morris, Chicago. 
Philadelphia. 


Chicago. 





Aucust 23 9:30 A.M. 


Plains, N. Y. 


Aucust 24 — 9:00 A.M. 


delphia. 


Cleveland. 


of Insurance Policy” — 


Program Shaped for American 
Bankers Association 


The 4-day program for the 81st an- 
nual convention of the American Bankers 
Association, to be held in Chicago, 
September 25-28, will include among the 
speakers: General Alfred M. Gruenther, 
Supreme Commander of the Allied 
Powers Europe; Robert Cutler, White 
House Consultant to the National Secur- 
ity Council, and chairman of the board, 
Old Colony Trust Co., Boston; Clarence 
B. Randall, chairman of the board, In- 
land Steel Co.; Under Secretary of the 
Treasury for Monetary Affairs W. Ran- 
dolph Burgess. 


The Trust Division program, set for 
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Program for 


American Bar Association 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


Hotel Adelphia, Philadelphia; August 22-24, 1955 


DEVELOPMENTs IN REAL Property Law Causep BY GROWTH 
OF METROPOLITAN AREAS 
“Before and After — Adapting Old Legal Principles to Present Day 
Real Property Problems,” Harold L. Reeve, Chicago. 
“Shopping Centers and Problems in Drafting Leases,” Jack S. 


“Legal Problems in Urban Redevelopment,” Milton C. Sharp. 


“Lots of Air — A Subdivision in the Sky,” James J. Brennan, 


HusBanD AND Wire — How To Keep Botu Happy 
IN THE HEREAFTER 


“Joint, Mutual and Reciprocal Wills,” Elmer L. Fingar, White 


“Simultaneous Death Statutes, Lack of Uniformity — Possible 
Effects of Change in Domicile after Execution of Will,” Chris- 
tian M. Lauritzen IT, Chicago. 

“Proper Draftsmanship to Overcome Problems of Simultaneous 
Death,” William J. Bowe, Nashville. 

“Executor’s Power to Allocate Property to Qualify for Marital 
Deduction,” Leroy E. Rodman, New York. 


“Taking Instructions on Wednesday and Finishing Draft of Will 
with Testamentary Trusts on Friday,” Morse Garwood, Phila- 


“Drafting Short-Term Trusts,” W. Gibbs McKenney, Baltimore. 
“The Trust Advisor: Boon or Booby Trap?” Lawrence G. Knecht, 


“Designating the Trustee under the Insured’s Will as Beneficiary 
Legal Problems — Carl F. Schipper, Jr., Boston. 


Home Office Problems — Robert J. Lawthers, New England 
Mutual Life Insurance Co., Boston. 





Monday, September 26, at 2:00 P.M. in- 
cludes greetings from Merwin Q. Lytle, 
president, Corporate Fiduciaries Asso- 
ciation of Chicago and vice president, 
Harris Trust and Savings Bank, and the 
address of the Division President George 
C. Barclay, vice president, City Bank 
Farmers Trust Co., New York. Following 
these will be 10-minute talks on Trust 
Business in 1955 — A Report and a Pre- 
diction” by John W. Remington, presi- 
dent, Lincoln Rochester (N. Y.) Trust 
Co.; N. Baxter Maddox, vice president 
and trust officer, First National Bank of 
Atlanta; Joseph W. White, vice presi- 
dent, Mercantile Trust Co., St. Louis; 
and H. M. Bardt, vice president and sen- 
ior trust officer, Bank of America. 


Dionnes Create Trusts 


The four survivors of the Dionne 
quintuplets, having attained their 21st 
birthday on May 28, became vested with 
approximately $250,000 each which they 
have now placed in irrevocable trusts. 
It will be recalled that shortly after their ” 
historic birth in a little farmhouse at | 
Callander, Ontario, a Special Act was | 
passed by the Provincial Legislature 
making the girls wards of His Majesty, | 
The King and appointing the Minister |) 
of Public Welfare as their special guard- 
ian. Pursuant to authority in the Act, the 
Lt. Governor-in-Council, on the Minis- 
ter’s recommendation, appointed Oliva 
Dionne, the quints’ father, as guardian. 





oes 





Ba xi Ta 


With well chosen counsel, Mr. Dionne 
ably administered the financial affairs 
of his famous daughters and built up 
for them a fortune of approximately one 
million dollars from movie rights, adver- 
tising contracts and endorsements, news- 
paper photo rights and investments. At 
the same time, following the early fan- 
fare and publicity, he devoted himself 
to raising the girls as normal children, 
shunning the spotlight as much as pos- 
sible. The tragic death of Emilie some 
nine months before her 21st birthday 
broke the long period of relative silence 
on the young ladies’ movements. 


The quints — two of whom are/ 
nurses-in-training at a Montreal hospi- 
tal, the third studying music and the | 
other at home with her parents — have |) 
set up their trusts with Guaranty Trust | 
Company of Canada as trustee with dis- 
cretion in the appropriation of income 
in their best interests together with joint 
discretion governing the use of capital. 
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Estate Planning at 
Summer School 





Estate planning and administration to 
produce maximum family and business 
security with minimum tax consequences |) 
will be the subject of a 5-day meeting at 
the air-conditioned Sheraton-Astor Hotel f 
in New York City beginning August 1. 
The program is sponsored by the Prac- 
tising Law Institute of New York City. 









-A panel of attorneys, each an expert 
in his field, will analyze the uses of life 
insurance, trusts, powers of appointment 
in estate planning and the income, estate 
and gift tax aspects of typical plans and f 
arrangements. Gifts vs. testamentary dis- 
tribution, planning for the distribution 
of business interests, and under what 
circumstances powers of appointment 
should be created will be among the sub- f 
jects presented. 
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PERCY J. EBBOTT 


Vice Chairman Board of Directors, The Chase Manhattan Bank, New York 


CST INDIVIDUALS ARE BORN WITH 
M an urge to improve their lot. In 
banking as in other businesses there are 
two types of Incentive—financial and 
non-financial. The larger banks have 
been giving serious study to making 
banking a more attractive career, offer- 
ing an Incentive program before it was 
demanded. 


Smaller institutions have not been 
subject to the same pressures but to 
maintain their vitality, standing in the 
community, and attract and retain the 
high type of personnel which any well 
run bank must have, their problem is 
identical with that of the larger banks. 
Banks large and small operate under 
the same state and national laws; our 
procedures are basically the same. 


Financial Incentives 


First, I would like to review financial 
incentives—that is, money incentives 
other than salary itself. These are still 
designated as “fringe” benefits but in 
the city banks have become more than 
the “fringe.” They are approximately 


40° of the tablecloth and we should 
find a better designation. 


Approximately ten years ago, after 
the end of the Second World War, most 
of the larger banks faced up to a study 
of their personnel problems. A number 
of areas needed consideration: 


1. A training program to teach 
younger men the theory, scope, and 
appeal of the banking business—to- 
gether with a program to see that 
those men when trained will not 
wither on the vine. 


2. A more realistic retirement 
program assuring security at the 
end of a lifetime of active service. 


3. An insurance plan, combined 
with accident and disability and hos- 
pitalization benefits. 


4. Consideration of a formal plan 
to assure the employee of a partici- 
pation in the bank’s profits based on 
salary rather than informal and ir- 





_ From address before Wisconsin Bankers Associa- 
tion, June 21, 1955. 
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regular bonuses, subject to all the 
uncertainties of what any current 
Board of Directors or management 
might decide. 


Training Program 


The training program is probably the 
most important element. To compete 
with industry which commercial bank- 
ing serves, bankers have been forced to 
raise their sights in the matter of initial 
compensation. Beginning salaries, merit 
increases, and job evaluations are gen- 
erally geared so that most banks can 
truthfully state their wage scales are 
equal to corresponding jobs in indus- 
try for like responsibilities. 


The program of training in our bank 
is roughly one year as a general clerk, 
followed by an additional year of rota- 
ting training in various departments of 
the bank, and ultimate assignment to a 
particular job, giving the man a chance 
to state his own preferences. Our own 
clerks who have not had the benefit of 
specialized college training are eligible 
to join these training classes and super- 
visors are asked to suggest candidates 
for the annual training group. With 
ourselves and other large banks, this 
general plan has worked successfully 
and is now an established segment of 
bank policy. 


Retirement Compensation 


The matter of retirement compensa- 
tion has become more assured. One now 
retires on a pension previously deter- 
mined and officially approved. To meet 
conditions in industry banks are gradu- 
ally adopting a retirement plan which 
is based on the average of the salary 
for the last five to ten years of service 
and multiplied by a factor such as 
114% for each year of service. In gen- 
eral it may be said that career individ- 
uals retiring under such a plan can 
count on approximately 40 to 50% of 
final salary at a retirement age of 65. 


A relatively new development is an 
arrangement whereby a benefit is paid 


to a surviving spouse or children when 
an employee dies in active service dur- 
ing the period when he could have re- 
tired. The benefit is about one-half of 
what the man’s pension would have 
been and is in addition to life insurance. 


Life insurance programs vary but 
there is a distinct trend toward provid- 
ing at least an amount of insurance 
equal to one year’s salary on a non-con- 
tributory basis and the same amount on 
a contributory basis with the employees 
having the benefit of a group insurance 
rate. 


Profit-Sharing 


Perhaps one of the most dramatic 
and popular employee announcements 
which banks have made in recent years, 
has been the adoption of a profit-shar- 
ing arrangement. In our own case, it 
has been given the name of a Thrift 
Incentive Plan. A number of banks 
have profit-sharing plans in force. In 
gist, ours allows for a certain percentage 
of earnings on capital stock to be set 
aside for the stockholders prior to any 
distribution to employees. It is based 
on a formula which has worked out 
over the past several years to equal 
somewhere in the neighborhood of 12 
to 13 per cent of an employee’s annual 
wage. To be eligible, an employee must 
be twenty-five years of age and must 
have been in the employ of the bank 
for at least one year. This eliminates 
the part time help and youngsters who 
come into the bank without any idea 
of staying with the organization. 


Another requirement is that any em- 
ployee must contribute out of his wages 
either 2, 4, or 6 per cent to participate 
in the Thrift Incentive Plan. The funds 
are managed in our own Trust Depart- 
ment and soon after the end of the year 
—when profits have been determined— 
the bank’s contribution according to the 
formula is paid over to the Thrift In- 
centive Fund. At the end of each quarter, 
each member of the Fund receives a 
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Speakers at businessmen’s meeting where First National Bank of Atlanta offered new col- 

lective retirement plan. |. to r.: Thomas P. Bowles, Jr., of actuarial firm of Bowles, Andrews 

& Towne; N. Baxter Maddox, vice president and trust officer of the bank; Fred P. Me- 

Kenzie, vice president of The Hanover Bank, New York; Hiram E. Camp, Jr., assistant 
trust officer of First National. 





statement showing the value standing 
to his credit at the end of that quarter. 
The statement also shows the amount 
deposited by each member in the form 
of a payroll deduction and a grand 
total evaluation to date which includes 
earnings and appreciation of the Fund. 
The total amount, less the capital gains 
tax, is available to the employee at re- 
tirement date. Provision is also made 
for withdrawal from the Fund in the 
event of disability. 


Our Thrift Incentive Plan has two 
fundamental objectives. One is Thrift. 
The plan makes it easy for employees 
to save regularly and continuously. The 
other is /ncentive. It is a true Profit- 
Sharing Plan and the larger the bank’s 
profits, the more the Employees may 
benefit. The plan itself is a challenge 
as well as an incentive and should be 
a real stimulus to reduce expenses at 
every turn and to attract new custom- 
ers. The results should benefit the em- 
ployees and the shareholders together. 


In summary, an employee is assured 
of a good pension at retirement which 
relieves him of worry, plus a substantial 
amount of money in his hand at retire- 
ment date to buy a house in Florida or 
a fishing camp in Wisconsin or any 
other spot that suits his fancy. It might 
be called enforced savings but experi- 
ence has shown that our employees are 
much happier accumulating this sub- 
stantial cash fund for their old age as 
contrasted with the old form of annual 
bonus which is either committed for 
before it is received or spent immedi- 
ately thereafter and, of course, under 
our present tax laws this kind of Thrift 
Plan is specially attractive to the people 
who make the best progress in the bank. 
They can get a tax shelter on their own 
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savings, as well as the money put in by 


the bank. 


Non-Financial Incentives 


Now, I turn to non-financial incen- 
tives which, to my mind, are equally 
important—perhaps more important. 

My observations are born out of 
forty-three years spent in banking— 
watching men and women, how they 
live, marry, raise families, provide for 
their future and arrive at that peak of 
all human aspiration—happiness in liv- 
ing. 

Banks are all quite similar. They have 
substantial buildings centrally located, 
impressive vaults, and their inventories 
are identical—cash, notes, and securi- 
ties. Their procedures are much the 
same. They do not present new models 
each year and they do not fear wide 
fluctuations in inventory values, but 
bank personalities vary as widely as 
the personalities of people. Banks are 
managed by human: beings and the 
atmosphere of a bank and the attitude 
of the officers and clerical staff are its 
most important assets. The customer is 
the first to sense a happy spirit in any 
bank. 


Every man and woman in a bank is a 
part of a mutual effort. The lone wolf 
has no place in the counting house. Every 
person should strive to inspire the man 
on the rung below him to better accom- 
plishment. Each person should be ob- 
servant of the work on the next desk 
above to be ready to take over that 
niche at any time. The bank is a public 
service organization. 


From observation over a long period 
of years, I think the average man or 
women working in a bank wants to 
know and believe a few important 











things concerning the bank with which 
he is identified. He wants to have con- 
fidence in and respect for his boss. He 
wants sufficient authority to do his job 
efficiently and well. He wants to feel 
that the bank has a sincere interest in 
him as an individual. He wants to be 
assured occasionally that he is doing 
well or if not, helped with kindly criti- 
cism. He wants praise when it is war- 
ranted, he wants to work in a happy 
environment (air conditioning desirable 
but not mandatory). He wants to be 
proud of his bank, his job and the team 
he plays with. He wants to feel there is 
a better job ahead. 


Our bank has recently merged. We 
are stressing the word “usefulness” in 
our advertising, and our desire to make 
banking and daily living better for 
others. These words must be backed up 
by deeds. The management of any bank, 
large or small, is looking for the indi- 
vidual who thinks of ideas and ways of 
“building a better mousetrap.” Two 
years ago we started a Suggestion Sys- 
tem in our bank with cash prizes to all 
suggestions adopted by the committee 
and to date the score is 4,607. It has 
been a healthy and inspiring develop- 
ment. 


If you have given banking a fair 
trial and are a bit critical, disinterested 
or bored, I would say—iransfer quickly 
to fields which look more lush. Your 
salary is important to pay the rent or 
amortize the mortgage, meet the gro- 
cery bills and the current installment 
on your car. But the joy of living and 
a greater satisfaction comes from a 
realization that you are needed in your 
bank, that you are a dependable and 
imaginative member of the staff, that 
each year you have a greater knowledge 
of the business and under our free en- 
terprise system you may one day be 
the boss. The question is—Will you be 
a better boss than your predecessor? 
That is the great non-financial incentive! 


A A A 


LONG-TERM GROUP PROGRAM 


@ A plaque commemorating more than 
35 years that a group insurance program 
for employees of the Peoples First Na- 
tional Bank & Trust Co. of Pittsburgh 
has been in effect was presented to 
President John H. Lucas by John D. Ken- 
non, agency manager of the Equitable 
Life Assurance Society of the United 
States, underwriter of the plan. Over 
$500,000 in benefits have been paid to 
the bank’s employees and their families 
since inception of the plan. 
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Trust Council Activities 


Recent meetings reported to T.&E. 
include: 


Los Angeles — 
Newly elected offi- 
cers are: Pres. — 
Robert S. Albrit- 
ton, C.L.U., Provi- 
dent Mutual Life 
Insurance Co.; 
Vice Pres. — Hal 
A. Hardin, vice 
president and trust 
officer, Security-First National Bank; 
Sec.-Treas.—Walter W. Jones, Mutual 
Life Insurance Co. of New York. 


The annual meeting on June 13 heard 
Leon B. Brown, Los Angeles attorney, 
speak on the topic, “Regulations under 
the New Internal Revenue Code.” (See 
page 564.) 


R. S. ALBRITTON 


Santa Clara County, Cal. — At the 
June 20 meeting a problem sent out to 


“the members in advance was discussed 


by a panel consisting of David Sam- 
uels, attorney, Ed Merrill, trust officer, 


Leo Wagner, life underwriter and 
Wayne Krouskup, C.P.A. 
Central Florida — Newly elected 


officers are: Pres. —Donald Walker, at- 
torney; First Vice Pres. and Chairman 
of Program Committee — John Harri- 
son, life underwriter; Second Vice Pres. 
and Chairman of Membership Commit- 
tee Clarence A. Peterson, C.P.A.; 
Sec. —Alvin A. Ehrlich, C.P.A.; Treas. 
—John L. Ducker, attorney. 





Northeast Florida — Newly elected 
officers are: Pres. —Angus B. Rosbor- 
ough, C.L.U., Massachusetts Mutual 
Life Insurance Co.; Vice Pres.—William 
A. Hamilton, attorney; Sec.—Prim W. 
Fisher, C.P.A.; Treas.—Renginald C. 
Wager, trust officer, Atlantic National 
Bank, Jacksonville. 


Atlanta—An actual case involving 
three people in their 70’s and 80’s who 
control a closely held corporation was 
discussed by J. Homer Hardy, Chatta- 
nooga attorney and C.P.A. An outline 
of the case was furnished to all who 
attended, and a solution worked out 
which included gifts, trusts, a charitable 
foundation, and sizable purchases of 
life insurance. 


Chicago—Newly elected officers are: 
Pres—Raymond B. Anthony, Equitable 
Life Assurance Society of United States; 
Vice Pres——John W. Heddens, trust 
officer, Continental - Illinois National 
Bank & Trust Co.; Treas.—Harry R. 
Schultz, Mutual Life Insurance of New 
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York; Sec.—Thomas L. McDermand, 


vice president, Northern Trust Co. 


Central New Jersey—Thirty-five at- 
torneys, accountants, life underwriters 
and trustmen from several municipali- 
ties heard a technical discussion of the 
effects of the Internal Revenue Code of 
1954 on life insurance and annuity con- 
tracts by Walter D. Freyburger, tax 
counsel of New York Life Insurance Co. 


Eastern New York—The May 17 
meeting was a dinner meeting with 
wives invited. The business of the eve- 
ning included a special program in 
honor of past presidents. Paul H. Con- 
way, first president of the council, and 
Herbert A. Steinke were special guests. 
As each past president was called to 
the head of the table, Mr. Steinke drew 
an amusing caricature of him while 
Russell Johnson, as master of ceremon- 
ies read that president’s record of 
achievement. This proved to be a highly 
entertaining variation on the usual re- 
ports of progress. (The newly elected 
officers were reported last month.) 


Rochester, N. Y.—Newly elected ofh- 
cers are: Pres.—Basil R. Weston, Berk- 
shire Life Insurance Co.; Vice Pres.— 
J. Robert Murray, assistant vice presi- 
dent and trust officer, Security Trust 
Co.; Treas.——Bert A. Van Horn, New 
England Mutual Life Insurance Co.; 
Sec.—Wilmot R. Craig, vice president 
and trust officer, Lincoln Rochester 


Trust Co. 


Charlotte, N. C.—Newly elected off- 
cers are: Pres.—Bruce Gebhardt, Esq., 
Bell Bradley, Gebhardt & Dulaney; Vice 
Pres.—J. S. Reilly, Mutual Benefit Life 
Insurance Co.; Sec.—S. T. Thorne, 
trust officer, Wachovia Bank & Trust 








New Officers of the Charlotte Estate Planning 

Council: Front row: Julian Squires, member 

of executive committee; Bruce Gebhardt, 

president; second row, J. Edward Thorsen, 

treasurer; S. T. Thorne, secretary; and J. S. 
Reilly, vice president. 


Co.; Treas.—J. Edward Thorsen, C.L.U., 
New England Mutual Life Insurance Co. 


Oklahoma City — “A Hypothetical 
Fact Situation for Estate Planners For- 
um” was discussed by a panel consist- 
ing of McCurtain Scott, Frank Ephraim, 
Francis Mulky and Graham Loving. 


Rhode Island — 
Newly elected offi- 
cers are: Pres.— 
Colin McR. Make- 
peace, Esq., Tillin- 
ghast, Collins & 
Tanner; Vice Pres. 
—Edward (C. 
Daley, accountant, 
Ward, Fisher & 
Co.; Treas.—Frederick J. Hunt, vice 
president, Rhode Island Hospital Trust 
Co.; Sec.—George E. Peirce, Jr., Mutual 
Benefit Life Insurance Co. 


Richmond, Va.—Newly elected off- 
cers are: Pres——Fred H. Bunnell, New 
England Mutual Life Insurance Co.; 
Vice Pres.—William J. McDowell, vice 
president and counsel, Virginia Trust 
Co.; Treas.—Daniel L. Williams, Life 
Insurance Co. of Virginia; Sec. Richard 
Moore, Jr., attorney, Tucker, Mays, 


Cabell & Moore. 
A A A 


Pennsylvania Trust Committee 
Chairmen Named 


Chairmen of the eight committees in 
the Trust Division of the Pennsylvania 
Bankers Association have been an- 
nounced by Chairman Richard H. Starr, 
executive vice president and trust officer, 
First National Bank in Sharon. The ap- 
pointments are: 


Cooperation With the Bar: Cleveland 
D. Rea, trust officer, Mellon National 
Bank & Trust Co., Pittsburgh. 


Costs and Charges: Edward W. Went- 
worth, trust officer, McDowell National 
Bank of Sharon. 


Law of Decedents Estates and Trusts: 
John M. Duff, trust officer, Potter Bank 
& Trust Co., Pittsburgh. 


Smaller Trust Departments: William 
E. Abel, vice president and trust officer, 
Barclay-Westmoreland Trust Co., Greens. 
burg. 





C. R. MAKEPEACE 


Taxation: John E. Williams, vice presi- 
dent, Provident Trust Co. of Philadel- 
phia. 

Trust Department Operations: John 
A. Cost, trust operations officer, Fidelity- 
Philadelphia Trust Co. 


Trust Development: Robert A. Bodine, 
trust officer, Liberty Real Estate Bank 
& Trust Co., Philadelphia. * 

Trust Investments: D. R. Atherton, Jr. 
vice president, Third National Bank & 
Trust Co., Scranton. 
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\ J MUST RECONCILE OURSELVES TO 
the fact that from time to time 
there are going to be criticisms and com- 
plaints, more or less justified, by some 
members of one group against some 
members of another group engaged in 
estate planning work. It often has seemed 
to me that the members of one group 
who have been most severe in their 
criticism of another group are those 
who are less qualified to perform their 
own work, 

No one engaged in estate planning 
should be unmindful of the fact that 
very often the prospect is produced di- 
rectly or indirectly by the life under- 
writer. In my experience, it is the life 
underwriters and trust officers who 
usually do the major portion of the 
extensive preliminary work in educating 
the prospect to seeing the wisdom of 
taking the required time and incurring 
the necessary expense to work out a 
sound estate plan. 

Sound estate planning, of course, re- 
quires a considerable amount of detailed 
personal, family, business and financial 
information. At times the life under- 
writer, perhaps partly because of the 
fact that he usually spends more time in 
the home and place of business of the 
client, obtains this essential information 
quicker and easier than does either the 
trust officer or the attorney. Because of 
the importance of this information in 
satisfactorily working out the final estate 
plan, the person who obtains same al- 
ways should be most careful to get all 
his facts correct before making them 
available to the others who are col- 
laborating with him. A brother attorney 
in a particularly sad voice asked me 
why some clients were so much more 
confidential with their insurance ad- 
visors than with their legal advisors. I 
replied that possibly this situation in 
part resulted from the unfortunate fact 
that the clients had a tendency to con- 
nect attorneys too much with their fees 
and life underwriters too little with their 
commissions. 

One should carefully evaluate what 
effect a particular proposal will have 
on the whole plan as compared with 
some single feature of it. 





Condensed from address before Boston Life In- 
surance and Trust Council. 
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A Lawyer Looxs av Estate PLANNING 


VERNON MASON 
Member of the Boston Bar 


Fit Plan to Man 


Apparently, one of the most difficult 
things for some of those engaged in 
estate planning to accept is the fact that 
because a certain plan is sound and satis- 
factory in one case under the facts and 
circumstances there existing it is less 
sound, or even unsound, in another case 
where the facts and circumstances are 
substantially different. Some estate plan- 
ners proceed on the theory that they 
have discovered the ideal estate plan to 
which they are going to fit the client 
rather than on the theory that they have 
found a client to whom, after they have 
considered his wishes and needs, they 
are going to try and fit a suitable estate 
plan. 


At other times it appears that some 
of those engaged in estate planning act 
on the theory that it is their job to de- 
termine the exact final form a client’s 
estate plan will take. Attorneys, probably 
because their law practice has accus- 
tomed them to submitting facts and argu- 
ments to another for decision, usually 
are less likely to err in this respect than 
many others engaged in estate planning 
work. It is the client’s and not the estate 
planner’s job to determine the final form 
the estate plan will take. It is the client’s 
property and those he desires to benefit 
therefrom that the estate plan as finally 
adopted is going to affect. 


So after the estate planners have sub- 
mitted and fully explained their various 
proposals and the probable effects and 
consequences of the same, the client must 
take over and determine what the final 
form of his estate plan will be. It may 
save less rather than more taxes, seem 
less rather than more wise to some, or 
even all of those who have been en- 
gaged in the effort to produce a sound 
and satisfactory estate plan, but it is 
the plan the client after consideration 
finally has determined that he wants to 
adopt and, accordingly, it is the plan 
the client is entitled to have. 


The Revocable Trust 


Tax considerations will always influ- 
ence, but rarely should govern, the 
estate plan. 

The trust plays a most important part 
in estate planning work. (Its tax and 


management advantages are familiar. 
Ed.) The sure and economic way to 
have life insurance proceeds available 
for the purpose of paying last debts, 
death taxes and administration expenses, 
is to have same payable to a revocable 
life insurance trust, the terms of which 
are broad and flexible enough to permit 
the trustee to use said proceeds either 
directly to pay such claims, or indirectly 
to satisfy the same by the purchase of 
assets of the estate, thus placing cash in 
the executor’s hands with which to pay 
said obligations. No person has any real 
assurance that the proceeds of his life 
insurance payable to a designated indi- 
vidual beneficiary will be used to pay 
debts, taxes and administration ex- 
penses, for the designated individual 
beneficiary may die or become finan- 
cially involved shortly before or after 
the insured’s death or if living may de- 
cide to use the insurance proceeds for 
other purposes. 


The irrevocable trust rarely should be 
used in estate planning. People too often 
want to undo tomorrow what they do 
today and become most unhappy if pre- 
vented from so doing. Even people of 
very great wealth should proceed most 
cautiously in establishing irrevocable 
trusts, irrespective of the real tax ad- 
vantages they appear to offer. 


Testamentary Trust Not Obsolete 


Some of those engaged in estate plan- 
ning have felt that the revocable living 
trust to which a person transfers a sub- 
stantial portion of his estate so that 
same is not disposed of under the terms 
of his will might in time supersede the 
will trust. I doubt very much if this 
ever will occur. Without question, the 
revocable living trust does have certain 
advantages over the will trust. The living 
trust enables the trustor to watch it 
operate and make suggestions as to its 
operation. Such a trust will be in opera- 
tion at the time of his death with the 
result that benefits therefrom immediate- 
ly will begin to flow to such persons as 
trustor designates to receive the same. 
The delay and publicity incident to the 
probate of a will may be avoided and 
administration expenses, including at- 
torney’s fees, may be substantially re- 
duced. Of course, no income, inheritance 
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BANK HOST TO LAWYERS 












Sixty local attorneys, specializing in tax and estate work, attended a tax institute June 8 
sponsored by the trust department of City National Bank & Trust Co., Kansas City, Mo. 
Following a luncheon at the bank, the session was opened by Charles G. Young, Jr., vice 
president and trust officer of City National (standing, right). Seated next to Mr. Young 
are the institute speakers: Joseph Trachtman, professor in the graduate division of the 
New York University law school and New York legal tax editor of Trusts aANp EstTATEs, 
and Robert Lawthers of Boston, director of benefits and pension business for the New 
England Mutual Life Insurance Co. Mr. Young was also on the program, discussing common 
trust funds. The group was entertained at a supper in the bank’s penthouse and roof 
garden. Speaker was Tom Collins, City National’s publicity director. 





or estate tax savings will result from 
such a trust because of the retention of 
the power to revoke. 


However, I think human nature itself 
will work to prevent the revocable living 
trust from becoming the successor of 
the will trust. Most people, particularly 
those who have acquired their estates 
through their own efforts and_ thrift, 
are very reluctant to transfer possession 
and control of a major part of their 
property during their lifetime even 
though they may act as a co-trustee. 
They may have reconciled themselves to 
the fact that they can’t take their proper- 
ty with them, but not to the fact that 
they should give up present ownership 
and control of a major portion of their 
estate during their lifetime even to trus- 
tees of a revocable trust. They also have 
in mind that if they establish such a 
trust there is a trustee’s management 
charge and that while such a charge 
may be deductible for income tax pur- 
poses it still will be a recurring yearly 
charge that they will have to pay during 
the remainder of their life or at least 
as long as said trust continues. They 


figure this charge will be at least a pra- 
tial set-off against whatever additional 
administration expenses their estates will 
have to pay by reason of the disposal of 
their property under their will trust in- 
stead of under a revocable living trust. 


The very nature of the property hold- 
ings of some persons restrain them from 
disposing of the major portion of their 
estates through revocable living trusts. 
In my experience, the average owner of 
closed corporation stock manifests little, 
if any, enthusiasm for placing such stock 
in a living trust. It appears to me most 
revocable living trusts involving sub- 
stantial transfers of property will con- 
tinue in the future as in the past to be 
established by busy professional people, 
single women and widows without much 
business or investment experience, and 
retired and elderly persons who wish to 
be relieved of the details and burdens 
incident to the management of the prop- 
erty they place in the revocable trust. 

The attorney, in justice to himself, 
should insist on having ample time to 
prepare the trust instrument, whether 
a living or will trust. Clients and their 
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advisers who pron.ote rush orders for 
instruments, or want assembly-line pro- 
duction of legal documents, are acting 
unwisely and against their own best in- 
terests and are taking unnecessary 
chances, even when dealing with attor- 
neys experienced in such matters, that 
the result will be inadequate instru- 
ments. 


Choice of Fiduciary 


In most cases no one should be named 
an executor or trustee unless that person 
has the required qualifications and 
capacity to contribute something to the 
successful management of the trust. 
There, of course, can be no assurance 
whatsoever that a competent individual 
named as an executor or trustee will not 
die before having the opportunity to 
fulfill his duties. A bank has a continued 
existence. One trust officer may die or 
retire, but his successor will be there 
to carry on. In most cases the designa- 
tion of a competent individual with pos- 
sibly one or more individuals as suc- 
cessors in case of said first individual’s 
death, declination or inability to serve, 
together with a corporate fiduciary con- 
stitutes as sound an arrangement as can 
be provided for the satisfactory admin- 
istration of an estate or trust. 
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Bought and Sold 


Collections catalogued and sold at 
public auction—sales held regularly. 
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If the client knows of no suitable in- 
dividual then I don’t think he need 
hesitate to name a bank alone. Today 
all banks doing substantial fiduciary 
work maintain a staff trained and ex- 
perienced in the settlement of estates and 
the administration of trusts and have 
excellent facilities for keeping the re- 
quired records and preparing the neces- 
sray tax returns and accountings. Banks 
also, in my opinion, generally do a most 
creditable job in the investment of 
funds. The bank’s handling of real estate 
in my experience at times is none too 
good and there seems to be a rather gen- 
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eral opinion that if you want to get a 
particularly good buy in real estate you 
should make your purchase from a cor- 
porate fiduciary. 


Much to the surprise of bank officers, 
attorneys and life underwriters engaged 
in estate planning work not infrequently 
meet people who definitely are preju- 
diced against naming a bank. This view- 
point seems to come in great part from 
some bad experiences these people have 
had, or at least think they have had in 
dealing with banks’ commercial depart- 
ments, also because of some of the stories 
they have heard and apparently believe 
concerning the general reluctance of 
banks to exercise discretionary powers 
in making needed principal payments to 
beneficiaries. I truthfully can say in al- 
most all the cases that have come to my 
attention where a bank has acted as a 
sole trustee with broad discretionary 
powers to invade principal, it has not 
failed to make such payments once it 
has been reasonably satisfied that the 
same really were needed. 


Business Assets 


Many banks have not done as good 
a job as they should be able to equip 
themselves to do in successfully direct- 
ing the operation of closed corporations. 
Last year I had the unusual experiece of 
having a successful, conservative busi- 
ness man who controls a closed corpora- 
tion in another state eliminate a bank 
as one of the five executors and trustees 
named in his will because, rightly or 
wrongly, he had reached the conclusion 
that the bank might interfere and re- 
strain active mangaement so much that 
future reasonable growth of the business 
might be prevented. Under his changed 
plan he also designated five executors 
and trustees, a majority of whom are 
authorized to settle any dispute that may 
arise. No more than two of the execu- 
tors or trustees at any time shall be 
officers of the corporation. In case a 
vacancy occurs by death or otherwise, 
a successor executor or trustee there- 
upon must be chosen by unanimous vote 
of the surviving executors or trustees, or 
if they are unable to agree then by the 
probate court having jurisdiction of the 
settlement of testator’s estate. 


What recommendation will the estate 
planners make for the disposition of the 
client’s stock interest in a closed cor- 
poration, always having in mind, of 
course, the client’s wishes? The question 
may depend on whether or not the busi- 
ness is a personal service business or a 
commercial one, whether it is a one-man 
business or a business where the burdens 


of management have been shared, or 
whether the key employees are reason- 
ably young and competent or old and 
less competent. If the closed corporation 
stock constitutes a minority interest, 
it is best to have client enter into a stock 
purchase agreement whereby such inter- 
est will be acquired at his death on defi- 
nite and satisfactory terms by a surviv- 
ing associate or by the corporation it- 
self and have the required funds to com- 
plete such purchase provided, so far as 
possible, by life insurance. This is true 
even if the client’s interest in the closed 
corporation is a controlling interest, un- 
less some member of his family is avail- 
able with the necessary experience and 
capacity successfully to carry on the 
business. I consider it quite surprising 
that many more closed stock purchase 
agreements funded with life insurance 
proceeds previously have not been made. 


Even a determination to retain the 
closed corporation stock interest often 
may result in a sale of additional per- 
sonal life insurance to provide funds to 
make more nearly equal gifts to children 
where the client wants to give his closed 
corporation stock to a son but does not 
wish to leave his daughter too dispro- 
portionate a share of his estate. If the 
closed corporation stock interest is to be 
retained, difficulty may exist as to the 
source of funds to meet client’s debts, 
taxes and administration expenses, and 
the proceeds of life insurance may be 
the means of providing such funds. Sec- 
tion 303 of the 1954 Code makes it pos- 
sible for the legal representative, with- 
out incurring income tax liability, to 
sell to the corporation as purchaser suf- 
ficient stock to pay funeral bills, admin- 
istration expenses, state inheritance and 
federal estate taxes, provided the closed 
corporation stock held by decedent has 
a value in excess of either 35% of the 
gross estate or 50% of the taxable 
estate for federal estate tax purposes. 
A lot of life insurance will be sold to 
closed corporations to furnish liquid 
funds for this purpose. 


If control of the corporation would 
be affected by such a purchase, consid- 
eration should be given, if the corpo- 
ration has a sufficient surplus, to the 
issuance as a stock dividend of new 
non-voting shares which could be pur- 
chased by the corporation to bail out 
the estate without affecting voting con- 
trol. A stock dividend of non-voting or 
preferred shares often makes possible 
the carrying out of a program involv- 
ing gifts of closed corporation stock 
which, because of the control situation, 
otherwise might be unwise or impos 
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sible. A stock dividend of non-voting 
common or preferred shares also may 
make possible the equalizing of gifts to 
children; the daughters being given 
non-voting common or preferred stock 
and the sons the voting stock. The pre- 
ferred stock received as a stock divi- 
dend also may form a more satisfactory 
gift by a husband to his testamentary 
trust which will qualify for the marital 
deduction if his wife survives him. 


How Much Insurance? 


In some cases it is extremely difficult 
for those other than the life underwriter 
involved to determine just how much 
new insurance should be purchased. 
The life underwriter has no right to 
expect the others involved to make his 
sale for him, but he does have the right 
to expect them to consider his proposals 
and no trust officer, attorney or account- 
ant need ever hesitate to confirm a 
proper need, or potential need, for new 
life insurance in a particular case. 

Key-man insurance has a real place 
in estate planning. In some cases the 
proceeds of key-man insurance may 
enable a valuable man to be replaced 
where otherwise this would be impos- 
sible, in others it may reassure creditors 
or provide the funds for payment of 
their claims, and in still others it may 
furnish badly needed working capital 
for the business after the death of an 
officer who previously has been the one 
able to obtain needed bank credit. In 
many cases life insurance proceeds offer 
the only source from which the sub- 
stantial liquid funds needed to pay last 
debts, funeral expenses, taxes and ad- 
ministration expenses, including attor- 
ney’s fees, can be obtained. I know at 
least one attorney who thinks much 


' more of life underwriters in general, 


and one life underwriter in particular, 
after having a probate matter where 
his sizeable fee could have been paid 
only in installments over a long term 
had it not been for the fact that life 
insurance proceeds payable to an in- 
surance trust were available to meet 
same. 


Recently I saw an article in a news- 
paper headed, “Boredom, Not Age, 
Makes You Grow Old.” If this is so, 
estate planners should stay young much 
longer than most others for there is no 
boredom whatsoever in estate planning 
work where one constantly meets and 
deals with different personalities, differ- 
ent viewpoints, different problems and 
even different laws, such as the 1954 
Internal Revenue Code. i 
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Favor Crediting Trust 
Department for Earnings 
on Deposits 


A test survey among trust departments 
in Pennsylvania by TRUSTs AND ESTATES 
shows a large majority of returns in 
favor of granting credit to trust depart- 
ments. Of 29 replies received, covering 
the entire range of trust volume, 21 ex- 
pressed the opinion that credit should be 
allowed, two were opposed to the credit, 
one said “no opinion,” and five did not 
answer this question. Three of those who 
favored granting the credit said that 
trust department income should be fig- 
ured both ways — with and without the 
credit. 


As to existing practice, nine replies 
said the trust department was credited 
with interest on deposits with the bank- 
ing department, 15 were not so credited, 
one said “partially,” and the other four 
did not answer this question. 


Asked about the basis on which credit 
was allowed, two said on same basis as 
service charges, one said gross earnings 
divided by total resources, one was based 
on a confidential report to top manage- 
ment, and two rated credit after special 
analysis. Current rates of credit quoted 
varied from one per cent “on time de- 
posits” to 3.26%. Other rates given were 
1%, 1.2%, 1.5%, 1.44%, 1.63%, 2.25% 
and 2.43%. One said the interest was 
calculated annually. In determining the 
amount of deposit to be credited, eight 
said the average daily balance was used, 
one said “account analysis” and one 
used the balances on 60 selected days. 


In response to the question of when 
the practice of credit allowance was 
started, one said -1948, four indicated 
prior to 1950 but without exact dates, 
one was in 1950, two were in 1952, and 


one said 1953. 


To the question, “Is your personal 
trust department showing profit exclu- 
sive of trust cash credit?” 15 answered 
“Yes,” three qualified it to “meager,” 
“small” or “moderate,” two said “No” 
and two were uncertain. 


The difference which credit for inter- 
est on deposits with the banking depart- 
ment would make to personal trust de- 
partment earnings was variously esti- 
mated as follows: $5,602; $6,000; 10%; 
$90,000; $7,500; 26% on gross and 
175% on net earnings; 50% on net; 
10% of gross and 33% of net; $150,- 
000; “very substantial;” $25,000 to 
$30,000; 20% for gross and 15% for 
net; 20% of gross; approximately 4%; 
about 35%; 5%; and 30% to 35%. 
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Totten Trusts Insurable 


So-called “Totten Trusts” will hence- 
forth be separately insurable up to the 
$10,000 limit by the Federal Deposit 
Insurance Corp. These savings bank 
trusts, opened in the name of a de- 
positor in trust for a third party, were 
formerly considered the account of the 
depositor so that if the latter also had 
an individual account the two would 
be aggregated for purposes of the max- 
imum limitation. Now each such revoc- 
able trust will be insurable to the top 
limit in those jurisdictions which recog- 
nize Totten trusts as valid trusts. 





TRUST 
SERVICE 
IN 


MARYLAND 


Competent and complete 
fiduciary services 


MARYLAND 


TRUST 


COMPANY 


Baltimore 3, Maryland 


MEMBER FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORPORATION 
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TecHNICAL Aspects Now LEss 
BULLISH 


Brilliant rises in the Dow-Jones in- 
dustrial average since the first of the 
year have been accompanied by pro- 
gressively less bullish conditions in the 
market as a whole. On average, fewer 
and fewer stocks have been rising each 
week and more and more have been 
declining. In the first week in January, 
828 issues, on average, had been rising 
weekly during the previous ten weeks. 
Since then, this moving average has 
been in a downtrend and by the last 
week in June, the number had fallen 
to 673. 


Similarly, in the first week in Janu- 
ary, 471 issues, on average, had been 
declining weekly during the previous 
ten weeks. Since then, this moving 
average has been in an uptrend and 
by the last week in June, the number 
had risen to 590. 


During the week ended January 1, 
when the industrial average rose to 404, 
426 issues made new highs for the 
year of 1954. During the week ended 
February 12, when the average rose 
to 414, 333 issues made new highs. In 
the March rise to 420, 303 issues made 
new highs during the week. In the April 
rise to 428, there were 250 new highs 
during the week. And in the last week 
in June, when the industrials rose to 
453, there were only 167 new highs. 
Each upthrust in the D-J industrials 
has thus been shared by a smaller and 
smaller part of the market. 


Similar conditions prevailed during 
the final phase of the 1942-1946 bull 
market. From November, 1945 to June, 
1946, when the industrial average was 
rising from 185 to 212, fewer and fewer 
issues, on average, were rising each 
week and more and more were falling. 
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The number of weekly new highs began 
to decline in December, 1945. 


A. J. CorTESE, 
A. M. KIDDER & CO 


SoME IMPLICATIONS OF AUTOMATION 


Automation can be defined simply as 
the use of machines to run machines. 
It is the technological evolution of the 
second half of the century, just as mass 
production featured the first half. Ex- 
amples abound in the dial telephone, 
electric power plants, oil refineries, food 
and chemical processes, bank check 
clearance, daily accounting operations 
and mass production data and controls. 


This new concept is merely a logical 
extension of technological science, 
spurred on by progress of electronics 
and related fields. It gives every evidence 
of becoming a major influence in indus- 
trial development because the backbone 
of the nation’s expanding economy and 
its standard of living has been the abil- 
ity to produce more goods at lower cost. 


Many fear the principle involved be- 
cause of misunderestanding of its rela- 
tion to the labor supply. However, these 
fears will disappear in similar fashion 
as those that appeared a generation ago 
when “technology” was supposed to ruin 
the labor force and stifle industrial pro- 
gress. On the contrary it contributed to 
as increase in employment by over 20 
million, according to the late C. I. O. 
President Phillip Murray. 


History will repeat in terms of indus- 
trial output, because the companies that 
capitalized on new techniques, particul- 
arly the automobile companies, led the 
industrial world to heights then unbe- 
lievable. Again, they are destined to lead 
the way in this electronic-atomic age to 
higher plateaus of production. 

In the past ten years, the amount of 


invested capital has doubled to around 
$12,000 per worker, but it must increase 


_far beyond that figure to meet the needs 


of a fast growing population. These ex- 
penditures will be supported by con- 
sumer demand resulting from a record 
high spendable income of workers and 


an ever-increasing social security and 


retirement income program unknown to 
previous generations. This phenomenon 
will create a broader stability in mass 
purchasing power than heretofore, be- 
cause it will mean a better balance be- 
tween fixed income from investments, 


. Portfolio Studies . 


. . Funds Index ... Reports 


social security, retirement pensions, and 
that earned directly from wages. 


This infant science embraces a vast 
field of application. It extends American 
managerial skill in mass production and 
distribution to reduce costs to the con- 
suming public to compensate for rising 
cost of labor, materials and taxes. 


The importance of automation in the 
expansion of industrial plant and equip- 
ment in the years ahead undoubtedly 
was a prime consideration in the recent 
Ford Motor wage negotiations. A gen- 
eration ago Henry Ford startled the 
labor market with his offer of $5.00 per 
day for semi-skilled labor. It touched off 
the greatest industrial expansion in his- 
tory. The psychology of the times was 
right then and the same sponsorship now 
bespeaks confidence that history will re- 
peat and again lead the way through 
automation to a new industrial era. Pres- 
ident Cordiner, of General Electric Com- 
pany, recently stated that by 1965 his 
company will have to produce and sell 
twice the volume of goods produced in 
1954 with only 11% more people on its 
payroll. Adjusted for the expected de- 
crease in working hours, this means that 
ten years hence General Electric must be 
able to produce twice as much per em- 
ployee hour. Automation in every con- 
ceivable direction from blue print to the 
delivery wagon is the answer. 


The key to further industrial progress 
lies in increased production of electric 
power. On top of tremendous gains since 
the war, output is scheduled to double 
in the next decade to meet projected re- 
quirements. Yet, statistics indicate that 
the work force has diminished steadily 
and by 1964 will have increased only 
10%. It is axiomatic, therefore, that 
automation must take the place, not only 
of hand labor but skilled and semi- 
skilled as well. 


Viewed over a period of time, the im- 
plications are for a broader potential 
market for companies producing items 
needed to set up automatic production 
lines. These include manufacturers of: 
machine tools; electrical, pneumatic or 
hydraulic elements and equipment; elec- 
tronics; measuring and recording instru- 
ments; materials-handling and transfer 
equipment such as conveyors; mechani- 
cal arms; rotating devices; and ad- 
vanced office equipment. 


James P, WALL 
COHU & CO. 
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BETTER New York City Bank 
EARNINGS 


The first part of 1954 was a period of 
declining interest rates. The first part of 
1955 was a period of moderately rising 
interest rates. The recovery in available 
yields on short term investments in the 
latter period exceeded the decline in the 
earlier period and the yields available 
on short term investments have averaged 
appreciably higher in 1955 to date than 
in the comparable period in 1954. The 
prime loan rate was reduced from 314% 
to the present 3% rate in March 1954 
and the average volume of commercial 
loans of the New York banks was less in 
the year to date than in the comparable 
period of 1954 but the average volume 
of total loans, excluding interbank loans, 
increased. 


As the net of all factors, it appears 
that the average rate received by the 
banks on average loans and investments 
in the first five months of 1955 was un- 
changed to slightly higher than the aver- 
age rate received in the first five months 
of 1954, and the average volume of loans 
and investments in the first five months 
of 1955 was approximately 7% higher 
in the New York City Central Reserve 
Member Banks than it was in the first 
five months of 1954. 


A constant to improving average rate 
applied to the increased average volume 
of loans and investments has resulted in 
substantially increased interest earnings. 
Slightly higher operating expenses are 
offset in part by a moderate increase in 
other operating earnings and pretax net 
operating earnings should increase sub- 
stantially. Possible accrual of Federal In- 
come Taxes at a lower effective rate than 
that used in 1954 (when some of the 
banks over accrued) should result in an 
increase in post-tax net operating earn- 
ings of New York banks in the first six 
months of 1955 compared with the first 
six months of 1954, which could be con- 
servatively estimated at 8% to 10% on 
average. 

The improvement in the first six 
months earnings reports will be taken as 
a signal that 1955 will be another good 
year and should cause a wave of institu- 
tional buying of bank stocks. 


FRANK L. ELLIOTT 
PAINE, WEBBER, JACKSON 
& CURTIS 
Be 


® Howard Chapin, trust investment of- 
ficer and assistant secretary of The First 
Trust Co. of Lincoln, Neb., has been 
appointed a director of the National 


Federation of Financial Analysts Socie- 
ties. 


Jury 1955 





You, 100, 
n home. es Y 
g you. wn YOu! ” brond 20™ 
Look orou” aed by fomiliar °° 
nv 

ore surrou 
You bough og on 
confidence - en You Buy sg ough on 
Be As more thon po me is until it 1S _ 

gnsurance- 





This 
advertisement 
appears 

in color in: 


U. S. News & World Report 
— Aug. 19 


The local Home Insurance agent sells 
property protection. The property so 
protected very often figures importantly 
in banking transactions between his 


insurance client and your bank. Better Homes and Gardens 


— Sept 
If the property is covered by The Home 
Insurance Company, rest assured it’s 
the very best insurance available. 
It is to the interest of both bank and 
borrower to specify Home. Your local 
agent will be glad to cooperate. 


American Home—Sept 
Nation's Business— Aug. 
Town Journal—Aug 
Business Week —Aug. 13 
Newsweek—Adg. 8 
Time —Aug. 8 
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MipyeEArR MISCELLANY 


The outlook for money rates is tend- 
ing toward firmness at midyear. The 
bond markets in general have been a 
shade easier in response to this influ- 
ence, with long-term Governments 
slightly downward and dull. The Treas- 
ury financing scheduled for early July, 
plus expected additional calls from this 
source over the second half, was a con- 
tributing factor. New corporate security 
offerings are well ahead of the. like 
1954 period; added to this a continuing 
strong demand for mortgage money 
and consumer credit and there is the 
basis for conviction that the upward 
trend in the cost of money will continue. 


Opinion at the mid-June convention 
of the New York State Bankers Associ- 
ation also reflected the expectation of 
higher borrowing costs come this fall, 
barring an unlooked for slump in the 
pace of business activity. The 3% prime 
rate is likely to register a 144 of 1% 
hike some fine day but this may be de- 
ferred until August or even September. 
The action of the major New York 
banks in boosting the brokers’ and deal- 
ers’ rate for non-Government collateral 
borrowings to 3% at the end of June 
is looked upon, however, as a sure pre- 
lude to later action on the prime rate. 


Further cues will, of course, be forth- 
coming from the Federal Reserve au- 
thorities who have the delicate job of 
expediting Treasury operations, damp- 
ing inflationary tendencies without de- 
pressing desirable business development 
and trying to soft-pedal margin dealings 
in the stock market. Wall Street is 
watching the Washington wires each 
week. and wondering whether the Board 
will raise the present 70% margin rate 
or go all the way to a cash basis. Near- 
by action along this line would hardly 
come as a surprise but it could conceiv- 
ably touch off some nervous liquidation. 
Be that as it may, Street opinion is that 
increased margins will not in themselves 
prevent higher prices if business con- 
tinues at profitable levels but there can 
be no blinking the fact that the steeple- 
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chase course grows tougher as the ob- 
stacles become taller and more numer- 
ous. 

Considering the growth of the econ- 
omy and the increased number of listed 
shares as against 1929, today’s com- 
paratively modest turnover evidences 
lack of speculative extremes. In some 
cases, however, the much-heralded con- 
centration of stocks in_ institutional 
hands appears to have contributed to 
thin markets on the floor, the result 
being rather violent price changes 
which give an exaggeratedly speculative 
appearance to the non-professional. 
While less-favored companies have at 
times shared the spotlight, it is prob- 
ably fair to say that the better grade 
issues which command the interest of 
professional investors have shown more 
plus and minus signs of four to six 
points in the daily tables than their 
brothers. 

One saving grace has been the over- 
all improvement in the type of market 
speculation in recent years as compared 
with a generation ago. Instead of the 
old “heads or tails” approach of 1929, 
today’s traders rely in large degree 
upon advice from investment analysts 
and market technicians. Profit and loss 
potentials are weighed and commitments 
entered into as calculated risks, an 
attitude quite at variance with assump- 
tion of speculative positions on the 
flimsiest of reasons. 

News has continued to favor the 
bulls, notably the settlement of the 
steel wage negotiations. Following the 
old Street adage, neither the imminence 
nor the technical existence of a strike 
for a few hours disturbed the market 
tone. There has been a steady flow of 
pluses in the various industrial indices, 
with increased dividends reflecting ex- 
panded earnings and offset only in 
slight degree by a few sour notes in 
dividend reductions or omissions. With 
the D-J industrial average showing an 
advance of 26.52 points for the month 
of June, some observers are saying that 
the market is borrowing too heavily 
from the traditional summer upsurge. 





This very attitude of healthy scepti- 
cism and “how long can this go on” 
has been another favorable element in 
the speculative picture but the pace un- 
doubtedly has sharpened the awareness 
of experienced professionals to the in- 
herent risks. Reliable reports of sub- 
stantial reductions in several profession- 
ally-managed investment positions have 
been heard but, on the other hand, se- 
lective buying for personal and pension 
trust account continues. Pessimists, or 
possibly they should be termed conserv- 
atives, are wary of firming money ten- 
dencies as a threat to investment values 
and are gauging their actions accord- 
ingly but there is as yet no broad scale 
withdrawal from stocks as the market 
swings into the summer. 


MarKet Rise Alps Savincs BANK 
Stock FuND 


The 69 New York State mutual sav- 
ings bank shareholders of the Institu- 
tional Investors Mutual Fund, Inc. have 
sound reasons for satisfaction in first 
half-year operations which increased 
asset value per share from $1,391 at 
the end of 1954 to $1,516 at midyear, 
in addition to dividends of $40.49 re- 
ceived in the same period, of which 
$7.49 was capital gains distribution. 
Realized security profits amounted to 
$262.155, with no losses, and unrealized 
market appreciation now exceeds $4.5 
million. 


The Fund has obviously benefitted 
markedly from the upward course of 
stock levels since its inception in May 
1953, in spite of the fact that its ob- 
jective has been an investment yield 
superior to that possible from the con- 
servative media to which mutual sav- 
ings banks are primarily restricted, with 
the purpose of building up surplus to 
match expanding deposit totals. Each 
report has reflected steady progress in 
asset growth and the participants in the 
joint venture are reaping the rewards 
of investment management at a cost 
of approximately 38/100 of 1% of 
average net assets, with prospects of 
lower costs as the investment fund 
passes the $20 million mark, only 31 
million above current total assets. 


A study of the midyear portfolio in- 
dicates that the same general policy 
continues in force, namely, to retain 
and increase positions which appear 
sound and to withdraw only for cause 
and not because a profit is shown. Over- 
diversification has been avoided by 
keeping the number of companies with- 


(Continued on page 580) 
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INVESTMENTS OF INSTITUTIONAL INVESTORS MUTUAL FUND, INC. 
July 1, 1955 


SHARES 


* 


* 


% 


% 


MARKET 
Group (in thousands) 


AGRICULTURAL EQUIPMENT 


3,500 Allis-Chalmers $ 260 

(1.36%) 

AUTOMOBILES & ACCESSORIES 
4,500 General Motors —__. $ 493 

(2.58%) 

Burtp1inc MATERIALS 

406 US iGypenic S$ 112 

(.58%) 

CHEMICAL 
2,200 duPont - 5S Siz 
6,100 Eastman Kodak . REERUk ae ee 490 
2,700 Hercules Powder _... 324 
6,000 Texas Gulf Sulphur _... 2611 
3.000 Union Carbide —________. 304. 
(9.90%) $ 1,891 
CONFECTIONERY 

2,800 American Chicle -.............$§ 187 

(.98%) 

CONTAINERS 
4.900 American Can ee Se 
3.700 Contimental Can 302 
(2.71%) $ 517 
Drucs 
7.000 McKesson-Robbins —...........$ 296 
18,000 Mead Johnson 475 
11,000 Merck 261 
6,500 Sterling Drug 328 
(7.12%) $ 1,360 
Eectric & GAs 

7,500 American Gas & Elec. _.... $ 336 
5.940 Baltimore Gas & Elec. 197 
7,000 Cincinnati Gas & Elec. 194. 
4,600 Commonwealth Edison __.. : 194 
3,800 Consolidated Edison Co. 187 
6,000 Gulf States Utilities ee 204 
6,400 Idaho Power a 189 
5,280 Kansas City P. & L. _.. 218 
3,500 Louisville Gas & Elec. — 183 
10,800 Northern States Power _ 180 
6,600 Oklahoma Gas & Elec. Co. — 241 
4,600 Philadelphia Elec. 184 
4,000 Southern California Ed. 202 
6,000 Virginia Electric 228 
6,000 Wisconsin Electric 202 


(16.42%) $ 3,137 
ELECTRICAL EQUIPMENT 


3.000 General Electric _........_....$ 161 
2,000 Sylvania Electric ——_______. 97 
2.800 Westinghouse Electric _.. 189 
(2.34%) $ 446 
FINANCE 
15,000 Beneficial Finance — $ 311 
8,000 Commercial Credit — 440 
(3.93%) $ 751 
Foops 
Be eee $ 143 
2,300 General Foods ee me. 192 
7,000 National Dairy 294. 
9,900 Pillsbury Mills — 290 
(4.81%) $ 919 
INSURANCE 
1.000 U.S. Fid:. & Gaan:......... § 8) 
(.42%) 


Juty 1955 


MARKET 
SHARES GRouP (in thousands) 
MACHINERY 
2,400 Caterpillar Tractor —... $ 134 
3,000 Ingersoll-Rand — 167 
(1.57%) $ 300 
METALS 

3,400 Aluminum Co. of Amer. _.$ 244 
5,900 Climax Molybdenum __. 401 
4,000 Kennecott Copper 479 


(5.88%) $ 1,123 
OFFICE EQUIPMENT 





200: Pitney-Bowes _.._.__.......§ . 10 
(.05%) 
Paper & Pup 
2,300 Crown-Zellerbach ___ $ 189 
(.99%) 
PETROLEUM 
3,300 Continental Oil __ _..... § 294 
8,000 Ohio Oil __. = 360 
4,400 Phillips Petroleum 330 
4,500 Shell Oil 284 
4,300 Skelly Oil 235 
6,100 Socony-Mobil 376 
2,500 Standard Oil of Cal. 218 
2,000 The Texas Co. _. 209 
6,750 United Carbon 373 


(13.71%) $ 2,619 
RAILROADS 





1,500 Atchison, Top. & Santa Fe _$ 221 
3,000 Great Northern _......__ 123 
1,500 Union Pacific 255 
(3.13%) $ 599 

RETAIL TRADE 
4,000 Allied Stores $ 245 
4,000 First National 243 
SpINe OWEN. WOR) eo 296 
6,000 National Tea 275 
2,500 J. C. Penney _. 237 
(6.78%) $ 1,295 

Tire & RUBBER 
4,500 Firestone Tire _ 8 306 
3,800 B. F. Goodrich 261 


(2.97%) $ 567 


~ 





SHOES 
3,500 General Shoe - ae. BT 
(1.08%) 
STEEL 
2,500 Bethlehem Steel _ as 
7,800 United States Steel 428 
(4.15%) $ 792 
TELEPHONE 
1,700 American Tel. & Tel. $ 310 
(1.63%) 
MISCELLANEOUS 
8,000 General American Trans. $ 524 
(2.74%) 
341,370 Total Common Stock 18.690 
(97. 83% ) 
$300,000 U. S. Treasury 1%% Notes 
due 2/15/1959 __.....- S294, 
Cd; 54 %) 





*New commitments since last reported. 








PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 158 


The Board of Directors on June 15, 
1955, declared a cash dividend for the 
second quarter of the year of 55 cents 
per share upon the Company's common 
capital stock. This dividend will be 
paid by check on July 15, 1955, to 
common stockholders of record at the 
close of business on June 27, 1959. 


The Transfer Books will not be closed. 
K. C. Curistensen, Treasurer 


San Francisco, California 























Amenican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1955 to 
stockholders of record at the close of 
business on August 26, 1955. 


A quarterly dividend of 35 cents per 
share on the Common Stock has been 
declared, payable September 24, 1955 
to stockholders of record at the close 
of business on September 6, 1955. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 
FRANK J. BERBERICH 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 182 
60 cents per share. 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 33 

28 cents per share. 


PREFERENCE: STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 29 

28/2 cents per share. 


The above dividends are pay- 
able July 31, 1955, to stock- 
holders of record July 5. 
Checks will be mailed from the 
Company's office in Los Ange- 
les, July 30. 


P. C, HALE, Treasurer 


June 17, 1955 
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in bounds. Six months ago,* the Fund’s 
250,950 shares represented holdings in 
63 companies, while the latest total of 
341,370 shares is in 71 corporations. 


Utilities, for example, which represent . 


the largest group, number only 15 en- 
tries and, while these positions were all 
increased during the six months, the 
list remains unaltered. Only three com- 





*See T.&E. Jan. ’55, p. 42. 





GOULD-NATIONAL 
BATTERIES, INC. 
SAINT PAUL, MINNESOTA 


Manufacturers of Automotive 
and Industrial Batteries 
DIVIDEND NOTICE 


Preferred Dividend 








The Board of Directors today declared 
a regular quarterly dividend of 56'4¢ 
per share on the Cumulative Preferred 

Stock, payable August 1, 
to shareholders of 
record July 20, 
1955. 


Common 
Dividend 
The Board of 
Directors today 
declared a dividend 
of 42¥2¢ per share on 
Common Stock, payable 
August 1, to shareholders of 
record July 20, 1955. 













A. H. DAGGETT 
President 


June 13, 1955 SNS 








COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 12, 1955, 
declared a regular quarterly divi- 
dend of thirty-three cents (33c) 
per share on the Corporation’s 
Common Stock. This dividend is 
‘a? erg August 31, 1955, to stock- 

olders of record July 29, 1955. 


Leroy J. SCHEUZRMAN, 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 
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CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 30 


| HE BOARD OF DIRECTORS 

has this day declared a regu- 
lar quarterly cash dividend of 
Thirty-Seven and One-Half Cents 
(3744¢) per share on the capi- 
tal stock of the Company, pay- 
able on August 15, 1955, to 
stockholders of record at the 
close of business July 15, 1955. 
R. E. PALMER, Secretary 


June 23, 1955 
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plete eliminations were made; 1,500 
Boeing, 4,600 Libbey-Owens-Ford and 
3,100 Goodyear Tire. 


New names, however, are not com- 
pletely shunned, as shown by the follow- 
ing commitments: 400 United States 
Gypsum, 7,000 McKesson - Robbins, 
2,000 Sylvania Electric, 5,500 Pillsbury, 
1,000 United States Fidelity & Guar- 
anty Co., 3,400 Aluminum Co. of 
America, 200 Pitney-Bowes, 3,000 
Great Northern Railway, 4,000 Allied 
Stores and 4,500 Firestone Tire. A block 
of 2,000 Texas Co. completed the list 
of eleven newcomers, being the sole 
addition to the important oil category, 
which remained unchanged with the 
exception of a 1,500 share reduction 
in Standard Oil of California, and an 


additional 600 Socony-Mobil. 


At report date, the Fund was 97.83% 
invested in stocks with an estimated 
yield: of 5.21% on bookvalue, which 
compares favorably with the reported 
5.29% for six months earlier, consider- 
ing the continued rise in market levels. 
As indicated above, utilities continue as 
the nost favored investment group at 
16.42%, followed by the oils at 13.71% 
and the chemicals at 9.9% of total 
assets. The table on page 579 shows the 
portfolio breakdown in shares, valua- 
tion and percentage. 


Up-To-Date Look at COLLEGE 
ENDOWMENTS 


The increasing popularity of equities 
in college and university endowment in- 
vestment programs is not news but 
statistics of portfolio composition com- 
mand widespread interest, because they 
reflect the investment thinking of some 
of the canniest professionals. 


Based upon late-dated reports ob- 
tained by a TRUSTS AND ESTATES survey 
from 20 selected educational institu- 
tions with total investment assets of 
over $1.7 billion, it seems evident that 
the market advance of the last twelve 


months has not sparked any stampede 
to liquidate the equity positions which 
have so materially increased both the 
income and market value of the en- 
dowment funds. A recent compilation by 
Vance, Sanders & Co. showed that 42 
institutions reported, as of mid-1954, 
an average common stock position of 
49.2%. The table herewith, based upon 
the latest available official figures, shows 
an average for the 20 selected institu- 
tions of 50.36% in this category. There 
are indications, however, that while the 
increment in market values has prob- 
ably accounted for most of the rise in 
equity percentage, some judicious par- 
ing down has taken place here and 
there, although there is no evidence of 
a strong trend in managerial comments 
in response to the survey. 


It will be noted in the table that 15 
institutions report more than 50% in 
common stocks, with three more be- 
tween 45-50%, the two low men on 
the pole being Carnegie Tech at 28.3% 
and Massachusetts Institute of Tech- 
nology at 32.5%. Both of these figures 
are based upon book value and may 
therefore be understated. The four 
largest positions are held by Dartmouth 
College at 68.7%, Wesleyan University 
at 67%, California Tech at 62.7% and 
Washington University at 60.77%. The 
last named, however, is carried at book 
value and, with an admitted unrealized 
market appreciation of nearly $18.5 
million at last year-end, may well repre- 
sent a substantially higher ratio. 


The average bond holding of 30.85% 
compares with the figure of 32.5% 
reported by Vance, Sanders & Co.’s 
study on the year-ago basis but this 
category is now probably even smaller 
because in several instances sundry 
items were included such as real estate 
and mortgages, net leases and oil and 
gas royalties. In this connection, it is 
interesting to note that, while perhaps 
such totals are not susceptible of great 
expansion, because of the need for suff 











CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of fifty cents ($.50) per 
share on its $10 par value Common stock, payable Sep- 
tember 12, 1955, to stockholders of record at the close of 


business August 12, 1955. 


ERLE G. CHRISTIAN, Secretary 
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_ 5 DIVERSIFICATION OF COLLEGE ENDOWMENT FUNDS 
e ~< 
se s B p> 
of 3 § a pe a = ms 
‘ s= 5 5 = 3 = 
}2 R BSE 33 8 < 3 S 
A. Institution S Pall fe =< we re © re Comments 
of | Amherst College 3/31/55 31.1 M 33.95 4.45 58.85 235 Policy unchanged 
m | California Inst. of Tech... 3/31/55 50.7 M 22.4 10.4 62.7 4.5 
vs | Univ. of California 9/30/54 82.6 M 40.4* 10.1* 46.6* 2.9* * Approximate present position 
Carnegie Inst. of Tech. - 3/31/55 24.8 B 59.2 12.5 28.3 
- Univ. of Chicago 3/31/55 135.0 M 16 6 56 22* *19% realty & mtges. 
re Cornell University —. 6/6/55 89.0 M 37.94 1.81 49.13 11.12 
he Dartmouth College _. 5/|16|55 43.2* M 29.1 2.2 68.7 *Excludes realty & mtges. 
b- Harvard University —_ . 8/31/55 418.0* M 40 4 56 * Approximate valuation 
: Johns Hopkins Univ. _..... 3/31/55 68.9 M 32.8 4.8 97.1 5.3 
- Mass. Inst. of Tech. ........ 3/30/55 62.0 B 47 Bs a25 20* *17% realty & mtges. 
ar- Oberlin College _...... 25/31/55 46.7 M 25.89 7.56 56.53 10.07* *8.57% real estate 
nd Univ. of Pennsylvania _____ 12/31/54 59.8 M* 23.1 9.1 57 10.8* *Realty & mtges. at book 
of Princeton University 4/29/55 95.0 M 34 6.7 Siz 2.1 Policy unchanged 
na Rice institute ..._...... 3/31/55 58:7 B* we 1.42 50.13 48.43 *Stocks at market 
_ **Excludes Govt. short-term sec. 
Univ. of Rochester 6/1/55 107.3 M 34.5 4.5 54.8 6.2 
c Stanford University _..... 3/15/55 57.0 M 44.4* 2.8 52.8 *Inc. $9 million realty & cash 
15 
; Vanderbilt University _. 6/15/55 aa” | aaa 26 4.7 45.6 23.7 * As of 6/30/54 
- **Only equities at market 
be- Washington University _. 12/31/54 34.8 B* 14.64 3.71 60.77 20.88 *Mkt. value $46 million 
on Wesleyan University _....... -- 55/31/55 20.5 B 19 6 67 8 Policy unchanged 
3 OF Yale University 5/31/55 195.7 M 36.8* 8.7 54.5 Policy unchanged 
’ *Inc. mtges., royalties, net 
- realty leases 
ires Total 
nay $1,711.1 Av. 30.85%  Av.5.59% Av. 50.36% Av. 12.42% 
our 
uth cient marketability, aggravated by in- tinue to provide a very sizeable chunk position of these 20 selected institutions 
sity creased difficulty of servicing and super- of purchasing power in the market as alone represents approximately $850 
and vising, the endowments are raising their a whole if one realizes that the equity million. 
The sights to certain less traveled investment f 
ook paths as some of the industrial pension 
ized funds have done. 
18.5 FOR YOUR BENEFIT— 
on Among the comments of endowment 
, managers are: “we are doing some 
a cd satis ao ee OUR INVESTMENT EXPERIENCE 
Rc i 
35% but not a major change at any one . . 
20 ae ay 5 A i 
7 time”; “we have not been active in the ee know the sapsemnee of sound judgment -_ 
C0.'s stock market, purchasing only through | S®V¥!98 nd - roblem wisely. You know too that this 
this new rights. Major portion of new in- | Somes only after years of training and practice. 
aller vestment has been in purchase and A wise decision about investments for the trusts or 
ndry lease-back deals, oil royalties and first | estates you direct also demands this factor of sound 
state mortgages.” Other remarks were: “we judgment. Why not let us supplement your knowl- 
and lightened up on common stocks in Jan- | edge? Why not let us save you hours of precious time? 
it 18 uary but have held our position since | Call on the services of our Investment Advisory Com- 
haps then. We have purchased a sizeable | mittee, a group of men with many years of experience 
great — amount of real estate this year”;:“as | in dealing with all sorts of investors’ problems. You 
suffi. always, a moderate amount of prun- can avail yourself of their familiarity with the gamut 
ing and reinvestment in the last year | Of securities, from AAA bonds and tax exempts 
| but no large-scale portfolio shifts. In | through convertibles to growth common stocks, in: 
the bond category are carried other | selecting the combination of issues best suited to the 
fixed investments such as mortgages, | ims of your trusts and estates. 
oil and gas royalties, lease-back deals, You can take advantage of this service immediately, | ae F 
? . ° ° e or 
etc. without cost or obligation on your patt. Write today _pamphler, telling you mare of out 
Although common stocks have come for free booklet describing this committee fully. Investment Advisory Service. 
of age in support of the endowments’ 
objective of realizing the largest pos- L. F. ROTHSCHILD & Co. 
sible current return plus capital growth SSTABAISHED 1099 
to offset the shrinking value of the ee 
dollar it a inertial that th 4 t N. Y. Stock Exchange, American Stock Exchange and other leading Exchanges 
ate — — 120 BROADWAY. NEW YORK 5. N. Y. 
folio position will vary over market TEL:— RECTOR 2-4600 
cycles, These funds will, however, con- ene -- Se © een. & eee 
vpaTes f) JULY 1955 
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Prepared monthly tor TRUSTS AND ESTATES by Moody’s Investors Service 









































































YIELDS oF YIELDS oF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
+ 1.25 1254 +260 : 260 13 : ; 
‘ IN PERCENT ’ ‘ IN PERCENT ; 0 PRICES AND DIVIDENDS 7 
($ PER SHARE ) 
SYEARS Aca - 120 - 
= 1.50 ‘a ‘50-4 280 
“~* f + 2.80 - 
5 YEARS_ 110 e 
= 1.75 : i761 
- 100 PRICES 4 
_ 200- 
2.25-4 YIELD 
/o 
bs 22] 
“sa 
= fv «2.50 a 
‘i Poon Al : oe puee o4 
~ \ oe by . ap % y\ se" 
a Vv ” \ie | ! f Wah'o 75 - ' YIELDS ° 
a, a Tas lal 2 \ o \ - 60 ae a 
\ \ ri 9 YPO'> \ vee Fo 
io vears\i/ ! P - 3.80 \ / ~Baa 3.807 fon sis es et 
‘ Wr" od 3.00- Wi ay ° 
. / bie -—_ 6 «il 
R a 
3 V4 S,OF 6/15/83-78 4.00 eel 
S26 | Coo” , 4.00 arn nn ane J 
y; DIVIDENDS 
,OF 9/15/72-67 
27/2 S,OF 9/15/72-6 =<— (“io SCALE) 
r- 1952 | 1953 | 1954 | 1955 - 1952 | 1953 | 1954 | i955 - 1952 | 1953 | 1954 | i955 - 
June May June 
1955 1955 1954 1955 1951-54 1946-50 1941-45 1931-40 1919-1930 
—— End of Month —— Range for Period—— 
1. U.S. Government Yields 
8-Year Taxable Treas. —.............. % 2.42 2.29 1.43 2.42-1.86 280-1.43 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —....._..___ _~ 2.63 2.51 1.80 2.63-2.18 3.00-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. -—................ ~“ 2.76 2.65 2.39 2.76-2.52 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/16/7267 —......____....... % 2.80 2.74 2.50 2.80-2.60 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
waees S44, 12/16/67 ........ % 2.79 2.73 2.50 2.79-2.60 3.31-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 % 2.88 2.83 2.67 2.91-2.68 (b) (b) (b) (b) (b) 
3s, 1995 a LS le. Ee 2.98 i. 2.99-2.96 
2. Corporate Bond Yields —....____ 
Aaa Rated Long Term ———_._____ % 3.05 3.04 2.90 3.05-2.91 3.44-2.65 © 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Ten ———_____...__ 3.14 3.15 3.05 3.16-3.04 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Gate icos Torn... 3.23 3.23 3.18 3.24-3.14 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term __ 3.51 3.50 3.48 3.52-3.45 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.66-5.32 
8. Tax-Exempt Bond Yields —_ 
Aaa Rated Long Term __. 2.14 2.05 2.10 2.14-2.05 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 
Aa Rated Long Term — 2.26 2.22 2.24 2.26-2.18 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 
A Rated Long Term __ 2.62 2.55 2.60 2.62-2.54 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (c) 
Baa Rated Long Term __.-.. 3.11 3.06 3.14 3.11-3.02 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (b) (c) 
4. Preferred Stock Yields —— — 
Industrials—High Dividend Series 
High Grade % 3.88 3.90 3.91 3.91-3.87 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade — % 4.47 4.45 4.80 4.55-4.45 5.28-4.53 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade % 3.69 3.67 3.7 3.69-3.63 4.02-3.45  3.92-83.27(d) (d) (d) (d) 
Meattum Grade —______.___.. % 4.10 4.03 4.1 4.13-4.03 4.39-3.80 4.20-3.52 (d) (d) (d) (d) 
Utilities—Low Dividend Series 
MTT a i cts “SE 3.95 3.93 4.00 3.98-3.89 4.45-3.77 4.24-3.40(d) (d) (d) (d) 
mearum Greée —................ % 4.20 4.23 4.29 4.29-4.19 4.87-4.17 4.65-3.69 (d) (d) (d) (d) 
5. Common Stocks 
125 Industrials—Prices (f) me $133.41 $122.15 94.34 133.41-116.83 115.64-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) 
125 Industrials—Dividends (f) - : 4.95 4.95 4.47 4.95-4.79 4.73-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields —........... % 3.71 4.05 4.74 4.18-3.71 6.84-4.09 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 





(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 





(f£)—Dollars per share. 





(d)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. 
(c)—125 Industrials Averages date from Jan. 1, 1929. 
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NTOCK VALUATION IN RECENT MERGERS 


A STUDY OF APPRAISAL FACTORS 




































































Eastman Professor of Political Economy, Brown University 
4 GS: FAR, WE HAVE DEALT WITH TWO This ic ti ond 2! the exchange ratio, but it probably 
. . . Is 18 1e secon x 
groups of companies that fall within ‘ta teeseat Gels Y** small, since the exchange can be 
the broad limits of their respective indus- by Professor Bos- more plausibily explained by the basic 
‘| {tries and so can be treated together. The land, whose entire factors of recent earnings, dividends and 
remaining acquisitions involve com- career has been de- market prices. 
+f panies with little in common except that ews ~ or gee It would appear that Consolidated- 
. eaching an - . . : 
_ most of them are engaged in some kind search. He is a grad-  Vultee’s superior capital structure of all 
° . . : 
" of manufacturing, to which a_ hotel uate of the Univers) common stock as against General Dy- 
merger, a movie stock acquisition and ity of Minnesota, namics’ long-term debt and _ preferred 
a dairy merger would seem to be the C. C. BOsLAND University pace stock, and only 55% common stock, 
4} only exceptions. Since these companies sis wn oe Oy. oe made little difference in the bargain; 
we well scateeed Geushent the member of Phi Beta Kappa and _ other Cc lidated-Vultee’ 
ne iil Se _ learned and professional societies. In addi- “OWEVET “onsol ated-Vultee's strong 
a4 factory landscape, no attempt will be tion, he is a past president of the American capital structure may have been more 
made to combine them into comparable Finance Association and has served for four apparent than real, since it did not in- 
groups. Rather, they will be divided ac- Rhod Pe ered a r ~ clude a large volume of current indebted- 
. a ode Islan evelopment Council. re- . 
. 64| cording to method of acquisition; those ; "eer on ' 
° od h all q £ st ck all quent contributor to economic journals, he "°SS incurred to carry on the expanded 
acquired t a = iy te — pie is also the author of “The Common Stock level of operations. 
; se acquire ” “ :. : 
| a a i — an % ose be 9 Theory 7 hater ee and “Corporate Fi Here, then, is a clear case of exchange 
i s s ssets Wl nance an ulation. : ° 
) : P oe sing! en “g 6 he niet es ratios based largely on recent earnings 
sh, , will be taken up a : : 4 
en OF oe I a ie cael le and dividends, in two industries experi- 
2 ; uture prospects an at average earn- : 
55 pee Gere : - per d allie q  encing a boom due to war orders. Ap- 
: ings and dividends, even over a perio : ; 
It must be remembered that in these 8 ‘sory ; ; Pp P parently the duration of this boom may 
e : as short as five years, may play a de- ‘ ; 
onl groups will be found many degrees of “ded fone ih aa have been in doubt, as the prices of the 
namie 2 : : ilitv. also cidedly secondary role. : : : 
business risk and earnings stability, also ) ) companies’ stocks were not high in 
great variations in the future outlook. In this case asset values appeared to elation to then recent earnings and 
° And although we cannot directly com- play an insignificant part. Relative book dividends. However, the romance of 
| pare one acquisition with another, we values differed considerably from the atomic power caused a sharp rise in the 
can pursue our main point of inquiry, exchange ratio, and net current assets price of General Dynamics stock a year 
) which is an identification of the factors per share would have made Consoli- after the merger. 
| that seem to have been determinative of dated-Vultee worth two and a half times 
142 the value of the stocks or business in- as much as General Dynamics, rather Foremost Dair ies—Golden State 
4.59 volved. The main facts pertaining to than the actual exchange ratio of slightly The Foremost-Golden State dairy 
91 J : x . . a 
ge | corporations acquired by exchange of more than one half. Apparently these merger provides an interesting contrast 
| stock are presented in the table below in facts were completely ignored. The because both companies are engaged in 
) | abbreviated form. superior current asset rates of General a basic consumer goods industry whose 
; : , Dynamics may have had some influence product is a non-durable necessity and 
Consolidated Vultee—General . 
| Dynamics 
V Exchange| Mkt.Price] Latest] 5-Yr. | Latest | 5-Yr.| Book |Net Cur. | Current % Common | 
5 c Ratio 2 month Year | Ave. Year | Ave. Valu A t Rati & § 1 
dine The merger of Consolidated- ultee ompany Cf Be Fe ae * | Ascote | Ratio urplus 
5.61 and General Dynamics is interesting be- 
S j i Consolidated Vultee 4/7 21 4.31 3.60 1.80 1.20 [22.03 15.30 1.4 100 
1) Cause even though the seis Amnesia build General Somes 1 ho 7.01 3.70 3.00 1.70 127.72 6.50 2el 55 
1) products as different as airplanes and Foremost Dairies 1 26 1.73 > 1.10 | 0.70 }10.83 nil 2.2 42 
submarines, both are heavily dependent Golden State = #4, 2k 2.16 | 1.3 1.00° | 1.00 [25.61 nil 2.5 55 
) pfd. 
- on the defense program and continued Royal Typewriter 1 16 2.32 | 3.09 | 1.63 | 1.92 |17.87 | 10.00 3.0 77 
large armament expenditures. Thus their The McBee Company 7/8 11 14h | 1.42 | 0.63 | 0.51 ]10.69 | nil 2.8 53 
| . . Mathieson Chemical | 1.05 39 3.30 | 2.45° | 2.00 | 1.67°]24.08 11 el 58 
_— outlook and earnings valuation would = fiith*siiietries” 1 39 2:35 | 2:31 | 1200 | 1217°|16.00 | 1.00 2.9 58 
= e om ° 
Seed be generally similar. Market prices be- ferritt-chapman & : : cae Rabe 1 oan tide eee ee = 
- co 
on ore the merger announcement and the Marion Power Shovel | 1-1/2 23 3-9 | 3.67 | 0.30 | none*],0.15 | 26.40 43 78 
r . *e 
date latest annual earnings and dividends 
seemed to dictate almost precisely the (a) Golden State shareholders received 1 share of common plus 4/50 of a share of $50 preferred stock 
4/7 . ; of Foremost Dairies for each share of common. 
/7 to 1 share ratio at which the deal ; , . 
Was t d H e (b) 3-year average. (5-year data not available for Olin Industries.) 
consum . Her ain we are 
es . a — (c) No common dividends paid since 1929; preferred arrearages amounting to $78.75 a share 
teminded that stocks are purchased for cleared in 1953. 
Estates 
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so should enjoy reasonably stable earn- 


ings come peace or war, prosperity or - 


depression. Moreover, this merger is 
of interest because it reveals the im- 
portance of Foremost’s dynamic growth 





MERGER-STOCK PURCHASE DATA 
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factor as compared with a larger com- 
pany that had more or less settled down 
to a stable existence. 


In this instance, we must recognize 
the importance of the energetic manage- 
ment of Paul E. Reinhold, Foremost’s 
chairman, who started in 1931 with some 
small unprofitable southeastern dairy 
companies doing less than $1 million 
volume and developed them into a profit- 
able company with 1953 sales of nearly 
$78 million. This record was achieved 
by frequent acquisitions of companies 
and internal improvements that steadily 
raised earnings. In Golden State, a com- 
pany with nearly $120 millions of sales, 
he saw an opportunity to perform some 
Foremost “magic” that would improve 
its low profits ratio. Here is another 
factor, namely, the willingness to pay 
for a profit potential not revealed in past 
statistics. 


It is well known that stocks in growth 
companies sell at a premium. This seems 
to be borne out in this merger. Although 
Golden State earned somewhat more 
per share than Foremost, the gap be- 
tween them was closing and in the latest 
interim period before the merger earn- 
ings per share were nearly identical; 
however, Foremost stock had usually 
sold somewhat higher than Golden State 
because of its growth factor. The con- 
servative nature of the dairy business 
is reflected in relatively high price-earn- 
ings ratios for both companies as com- 
pared to companies in less stable indus- 
tries. 


But why was a premium of about 
$4 a share paid by Foremost for con- 
trol of Golden States, when growth, good 
management and a more promising out- 
look had placed Foremost stock slightly 
ahead in the market? The answer might 
be that Golden State’s earnings and divi- 
dends per share were actually greater 
than Foremost’s until the very recent 
past but a more convincing explanation 
would be primarily because the poten- 
tial earnings of Golden State, under new 
management, might be very great, par- 
ticularly since Golden State’s sales were 
larger than Foremost’s and the Cali- 
fornia area is one of the most rapidly 
growing ones in the nation. Apparently 
it was felt that the premium was justi- 
fied to swing such a large deal and open 
the door to greater profit possibilities. 
The early earning experience of the com- 
panies under unified operations seems to 
have justified these hopes. 


Asset factors again seem to have 
played little part in the valuation for 
exchange purposes. Golden State’s book 
value was nearly two and a half times 





Foremost’s yet the premium for Golden 
State was only about 15%. Both com- 
panies had such a large amount of sen- 
ior capital that there were no current 
assets remaining to the common. Inci- 
dentally, this lack of current asset 
equity to the common stock and the high 
proportion of senior capital (Foremost 
58% and Golden State 45%) did not 
prevent the stocks of both companies 
from selling at relatively high price- 
earnings ratios, another evidence that 
capital structure should be appropriate 
to the nature of the industry. Even with 
a higher proportion of senior capital, 
a somewhat lower current ratio, and 
a much lower book value, Foremost 
stock had sold in the market at a higher 
absolute level and at a higher price 
earnings ratio than Golden State, elo- 
quent testimony to the small importance 
of such balance sheet items in compari- 
son with earning power, growth factors 
and capable management. 


Royal Typewriter—The McBee Co. 


Turning now to the office appliance 
and supply fields, the merger of these 
two companies on a 1 to ¥% share basis 
leads us to explore the reasons for this 
ratio. From previous stock prices (16 
and 11) or latest yearly earnings ($2.32 
vs. $1.44) or 5 year average earnings 
($3.09 vs. $1.42) or dividends ($1.63 
vs. $0.63) it would appear that 2% of a 
share of Royal for one of McBee would 
have been ample. And if balance sheet 
items such as book value, net current 
assets, current ratio and capital struc- 
ture have any meaning, (apparently 
again they were of minor importance) 
the ratio of % to 1 looks even higher 
for McBee stock. Nor can management 
factors explain the discrepancy, since 
each company was expected to continue 
to operate under its own management. 


Two factors may explain the seeming- 
ly high price for McBee stock. The first 
is that its acquisition gave Royal greater 
product diversification. The second is 
that McBee makes office systems and 
supplies that are used up and create 
a steady repeat business, hence its earn- 
ings are more stable than Royal’s and 
therefore worth more per dollar of 
profits and dividends. Moreover, at the 
time of the merger the bloom was 
fast fading from typewriter sales and 
earnings while those of the McBee Com- 
pany were well sustained. In fact, and 
this is of primary importance, McBee 
earnings for the 6 month period preced- 
ing merger were actually larger per 
share, being $1.16 against $0.81 for 
Royal. 


Here is probably the nub of the seem- 
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ingly high exchange ratio, and again it 
emphasizes the great importance of earn- 
’ ings in the present and recent past, and 
the relative insignificance of balance 
sheet items in value determination. The 
clearly superior balance sheet position 
of Royal apparently counted for little 
in determining the valuation ratio. 


Mathieson Chemical—Olin 
Industries 


This represents a combinatjon of two 
sizeable companies with different prod- 
uct lines but whose interests converge 
at some points in petro-chemicals, cellu- 
lose and packaging materials. Mathieson 
was primarily a producer of alkaline 
products until 1947, when it started to 
expand into its present status of a 
diversified chemical company. Olin is a 
collection of unrelated manufacturing 
activities, with its main interests in guns, 
cartridges, flashlights, batteries, brass 
specialties, lumber and cellophane. Its 
total sales in 1953 were $228 million as 
compared with $244 million for Mathie- 


son. . 


In the merger, Mathieson stockholders 
received 1.05 shares of new stock for 
each old share, while Olin stockholders 
received share for share, a ratio close to 
then prevailing market prices. It is also 





Without 
leaving your desk 


-.-you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 
serve you. 


To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 





MERCANTILE 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION & 






SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 


586 


in line with the most recent 3 year aver- 
age earnings of the companies but not 
with 1953, when Mathieson earned $3.30 
a share versus $2.55 for Olin. Nor is it in 
line with the most recent quarterly earn- 
ings of Mathieson at $0.83 against $0.64 
for Olin. Moreover, Mathieson’s latest 
dividend was twice that of Olin. Perhaps 
the latter’s wide product diversification 
and its aggressive management caused 
nearly equal values to be placed on the 
stocks, despite Mathieson’s rather clear 
earning superiority in the recent past. 


The relative unimportance of balance 
sheet items is again apparent. Olin is 
quite clearly inferior to Mathieson in 
book value and current ratio but the 
two companies are about on a par in net 
current assets and capital structure. 


On the whole this appears to be a 
merger that was quite favorable to the 
stockholders of Olin Industries. The ex- 
change ratio seemed to follow closely the 
recent market prices of the stocks and 3 
year average earnings. It was somewhat 
out of line with most recent earnings, 
and definitely out of line with asset posi- 
tions, which do not seem to have been 
important. 


Merritt-Chapman & Scott—Marion 
Power Shovel 


This merger brings together one of 
the largest heavy construction engineer- 
ing concerns and a smaller manufac- 
turer of excavating equipment. The ac- 
quiring company had previously owned 
some Marion stock and had director 
representation. Marion Power Shovel 
common had labored under the cloud of 


huge accumulated dividend arrearages 
on the preferred stock, which were final- 
ly paid off in full in 1953, placing the 
common stock in line for dividends for 
the first time since 1929. Hence the past 
relative dividend records in this case are 
not significant. Both companies are 
identified with the construction industry, 
a notably fickle and unstable one, and 
although both have enjoyed good earn- 
ings in recent years of high construc- 
tion expenditures, their stocks reflected 
the uncertainties by selling for only 
about 5 times annual earnings. 


Merritt-Chapman had a better year in 
1953 than Marion, earning $4.95 a share 
against $3.94. However, Marion’s five 
year average earnings was $3.67, about 
28% above Merritt-Chapman’s $2.86. 
The market prices before the merger 
were about the same, possibly because 
Merritt-Chapman’s earnings for the first 
quarter of 1954 were only $0.37 as com- 
pared with $0.80 for Marion. These fac- 
tors, and possibly the 5 year earning 
averages, may explain the 11% to 1 ex- 
change ratio in favor of Marion. It is 
also possible that in this case some 
attention was paid to the balance sheet 
where Marion has a noticeable edge over 
Merritt-Chapman in book value, net cur- 
rent assets per share, and current ratio, 
although with a slightly less favorable 
capital structure. Marion was rich in 
current assets, and a premium might 
have been paid by the buyer for control 
that would permit partial liquidation or 
provide the parent company with addi- 
tional liquid capital. 


This is one of the few cases where 
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Russeli- irds- [Hotels] involving Birdsboro 
Taylor- Miller R.K.O. | Kelley boro Stat- 
Wherton |Milling | Pict-| Island | Steel | ler, Steel Foundry and 
I. & 8S. Co. ures Lime Fary Ince f 
cgsoy* me a nq ARERR Machine Co. and the 
Purchase Price per share 36.00 200 . ° . 
‘ (70) Follansbee Steel Cor- 
Market Price 2 mo. previous us 18,00 3.00 | 22.00 11.00 | 26.00 . x 
a poration. In this pur- 
Latest Year Earnings 6.23 2.15 0.95 4.21 2.49 2.76 h h ' d ' 
b-Yr. Average Earnings 5.43 2.47 | %1.15°] 30238 2.14 | 2.62 | Chase he purporte r 
Latest Yr. Dividend 3.00 1.60 None 1.75 1.20 1.00 represent a oy 0) 
IS-Yr. Average Dividend 2.60 1.36 None 1.66 1.10 i.10 New York investors 
Book Value 81.19 | 79.59 | 4.3) | 33-76 | 2330] 23.00} Whose offer was ac- 
Net Current per share 43.00 30.00 3.35 | 18.30 8.50 None cepted by Taylor- 
current Ratio 2.6 2.1 a7 6.1 2.3 1.3. | Wharton stockhold- 
Common & Surplus 100 76 85 100 84 6 | ers. This transaction 
did not go through as 
(a) $50 in cash or $60 in 5 years. (b) 3 years. (d) = deficit. 8 8 


there seems to be some consistent rela- 
tionship between the balance-sheet posi- 
tion and stock valuation, but since the 
same result can also be explained by 
the recent earnings picture, it does not 
argue strongly for a modification of 
the conclusion that, except in cases of 
possible liquidation, asset positions are 
relatively unimportant. 


The remaining instances are those in 
which the assets or stock of the selling 
company were purchased, either with or 
without the consent of management, by 
buyers who paid cash to gain control of 
the selling company or its operating as- 
sets. A summary of the basic data will 
be found in the table above. 


Taylor-Wharton Iron & Steel 


The purchase of the assets of this 
maker of heavy steel castings and forg- 
ings marked the first of several acquisi- 
tions among smaller fabricators in 
which the name of Frederick W. Rich- 
mond appeared prominently. He later 
was to play a part in separate deals 


originally planned, 
apparently due to a tax question that 
could not be resolved. However, an iden- 
tical proposal for the sale of the com- 
pany’s assets to the Harrisburg Steel 
Corporation, an established producer of 
open hearth and alloy steels and forg- 
ings, was approved a few months later, 
Twisco Corp. becoming merely a corpo- 
rate shell holding cash and notes for re- 
demption of its stock. 


The purchase price of $50 per share 
netted the stockholders more than the 
previous market price of their stock. 
The deal was closed in December 1953, 
not long before the steel industry ex- 
perienced the 1954 decline in operations. 
The price paid clearly reveals the risks 
associated with this branch of the heavy 
producers’ goods industry. At the price 
of $50, the latest year’s earnings of 
$6.23 per share were capitalized at the 
rate of about 12% and 5 year average 
earnings of nearly 11%, with current 
dividend yield of 6%. = * 

The purchase price again bore little 
relation to the $81 book asset value but 
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exceeded net current assets of $43 per 
share. The capital structure was strong 
and working capital position about aver- 
age. All in all, this seemed to be a valua- 
tion in which the more important. fac- 
tors were given appropriate recognition. 
As usual, the stockholders received some- 
what more than a sale of minority stock 
would have brought in the open market. 


Russell-Miller Milling Co. 


The acquisition of this well-estab- 
lished flour miller by the Peavey grain 
interests also holds some points of in- 
terest for the student of stock values. 
Although strongly opposed by the mill- 
ing management as inadequate, the bid 
of $36 was about twice as high as the 
market price two months previously. 
Their main contention was that the stock 
was “worth” over $79 as measured by 
book value or, at recent appraisals of 
the company’s property, $168.55 a 
share! Here the essential hollowness of 
asset or book values is again brought 
into clear focus, a book value of $79, 
and appraised asset value of $169 com- 
manding a market price of only $18! 
Of course, the answer is clearly that earn- 
ings and dividends would not support a 
higher market value; as the stockholders 
demonstrated by selling Peavey 90% 
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of outstanding stock within a month of 
the offer. And they undoubtedly con- 
sidered themselves fortunate to get that 
price. 


In light of market realities, the offer 
seemed adequate, even generous, for 5 
year average earnings of less than $2.50 
and a current dividend of $1.60. At 36, 
the latest annual earnings were capital- 
ized at the low rate of 6% and 5 year 
earnings at 7%, a relatively low rate 
considering the risks of the business. 
The dividend yield of less than 444% 
seems equally low. In fact, one wonders 
what possibilities Peavey saw to make 
more profitable use of the properties to 


justify their offer but higher earnings 
or partial liquidation or different uses 
may have been considerations. 


Incidentally, this should provide a 
clear warning that stockholders are not 
satisfied by meaningless recitals of “book 
value.” If management cannot employ 
assets profitably, stockholders are justi- 
fied in selling this stock or accepting 
new management if it offers them con- 
siderably more than market price of the 
stock, even though that offer is only a 
fraction of the asset equity. Aside from 
liquidation, it is only through earnings 
that assets can have meaning for minor- 
ity stockholders. 
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R.K.O. Pictures 


The purchase of R.K.O. by Howard 
Hughes to net stockholders $6 a share, 
nearly double the previous market price, 
illustrates what might be done to acquire 
complete ownership of a consistently un- 
profitable concern by a controlling -in- 
terest wealthy enough to make what ap- 
peared to be a generous offer to stock- 
holders. The exact motives are not clear 
but press reports suggested widespread 
stockholder dissatisfaction and a suit 
claiming mismanagement may have led 
to the decision to buy out the minority 
holders at a break-even price or better. 
Moreover, despite its unprofitable his- 
tory, the company may have had sub- 
stantial salvage potential in its film in- 
ventory for television use, plus other 
properties. 


The company also had tax-saving pos- 
sibilities if merged with a profitable com- 
pany because of its large loss carry-over, 
a peculiar paradox of the Federal in- 
come tax laws. Thus, a company that 
has lost money may, for tax purposes, 
be worth more than if it had just broken 
even or made a small profit. 


In this case, the market for the stock 
represented the “long-shot” possibilities 
of the company, and the higher offer 
by Hughes resulted in a price above 
both book value or net current assets, 
although these factors may have played 
some part in arriving at the bid price. 
This is one of the most unusual cases, 
both because of consistent unprofitabil- 
ity and personal factors. It remains to be 
seen whether it provides any generally 
applicable guidance in objective valua- 
tion. 


Kelley Island Lime and Plaster Co. 


Purchase of this company represents 
a situation in which no material change 
in management or operations was con- 
templated, and where the existing man- 
agement recommended sale of the stock. 
This supplier of sand, gravel, lime, and 
plaster to the building industry appears 
to have enjoyed reasonably well-sus- 
tained prosperity, but its stock appeared 
to be selling at a rather low figure, 
around $22 a share. It earned $4.21 in 
1953 and averaged $3.23 during the 
past 5 years, indicating market capi- 
talization of 19% and 15% respectively, 
and a dividend yield of nearly 8%, 
rather high yields under 1953-54 condi- 


tions, even for the building industry. 


The offer of $28.50 would seem to 
more fully reflect the company’s basic 
position and undoubtedly had attraction 
for stockholders. Even at that price the 
current earnings yield was 15% and the 
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dividend yield over 6°. This appears 
to represent a straightforward purchase 
of a company at a price well within the 
limits of reason to both buyer and 
seller, even though considerably above 
market prices ruling a short time previ- 
ous. It must be noted that with stock 
prices reaching 25 year highs’ in mid 
1954, companies showing such a yield 
were especially attractive to large in- 
vestors. 


Whatever influence the balance sheet 
items exerted was on the positive side, 
as the current ratio and capital structure 
were especially strong. 


Birdsboro Steel Foundry and 
Machine Co. 


In June 1954 this maker of steel cast- 
ings and heavy machinery announced 
the sale of practically all its assets to 
Frederick W. Richmond, again pre- 
sumably acting for a New York group. 
Apparently the plan was to leave man- 
agement and operations more or less 
undisturbed. 


The price offered would net about $20 
a share. Like other companies in the 
“heavy industry” field, Birdsboro had 
enjoyed the active prosperity of the 
post-war period, but was beginning to 
feel a softening in sales and earnings 
in early 1954. However, the first quarter 
was relatively profitable, with earnings 
of $0.65 a share; then sales dropped 
more sharply and earnings for the first 
6 months were only $0.71 compared 
with $0.94 the previous year but divi- 
dends at the annual rate of $1.20 were 
continued. 


It was no surprise that stockholders 
voted to accept the equivalent of $20 a 
share for stock which had sold as low 
as $11 two months earlier. At the market 
price, the previous year’s earnings were 
capitalized on a 23% basis and the 5 
year average earnings at nearly 20% 
and dividend yield was above 10%. 
Even at the $20 purchase price, the 1953 
earnings yield was 12% and the current 
dividend yield 6%, which does not ap- 
pear unduly low in a period of high 
stock prices. The purchase price was 
somewhat below book value but more 
than twice net current assets. The cur- 
rent asset position and capital structure 


Were more or less normal and probably ° 


did not materially influence the take-over 
price. 


This seems to be a case in which the 
prevailing market price of the stock re- 
flected an overly pessimistic attitude to- 
ward heavy industry and provided an 
opportunity for a group of investors to 
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gain control, at a seemingly high price 
compared to market, to be sure, but one 
clearly not beyond the bounds of reason. 


‘Hotels Statler, Inc. 


The purchase of nearly half the out- 
standing stock from trusts set up by the 
Statler family and the offer to buy all 
stock tendered at $50 a share represented 
one of the most gigantic merger pro- 
posals in the history of the hotel in- 
dustry. The purchaser, Hilton Hotels, 
appeared to snatch this profitable chain 
out from under the noses of two other 
groups bidding for the properties. In 
the process, the market price, which had 
ranged from 23 to 28 in 1953 and which 
was about 27 on April 30, 1954, began a 
steady rise to 45 shortly before the Hil- 
ton purchase. 

This case is of interest not only be- 
cause of size, or the drama of control, 
or the possibility of some lessening of 
hotel competition in a few major cities, 
but mainly because of the price in- 
volved. Like the Pacific Mills acquisi- 
tion by Burlington Mills, it is somewhat 
difficult to explain as a business venture, 
unless by reason of improved diversifi- 
cation, better service, or, as claimed by 
Hilton, possible economies in operation 
and improved competitive position which 
justified a price seemingly out of line 


with both previous market prices, cur- 
rent earning power and dividend pay- 
ments. 


At $50 a share, Statler stock was 
capitalizing latest yearly and 5 year 
earnings on a 544% basis, with a cur- 
rent cash dividend yield of only 2%, 
certainly a rather low yield for a hotel 
stock. The company’s earnings stability 
had been reflected in the narrow range 
of the stock, which in 1951-1953 varied 
from $21 to $28, providing a cash divi- 
dend yield (outside of 5% stock) of 
about 4%, and an earnings yield of 
about 11%, not unduly generous even 
for one of the best units in the industry. 
But at $50 these yields are halved. One 
does not need too long a memory to re- 
call the serious plight of many hotel 
companies that defaulted on their in- 
debtedness during the thirties before 
population movements incident to World 


War II bailed them out. 


Hilton stock was selling in mid-1954 
for less than $27 a share despite its 
1953 earnings of $3.92, a capitalization 
rate of about 15%. At the low for 1954 
of 1834 the rate of capitalization was . 
nearly 21%. 


The relatively high price for Statler 
stock is not explained by balance sheet 
factors, which seem to have as little 





<Doston Fund 





MASSACHUSETTS INVESTORS 
GROWTH Stock FUND 





Massachusetts Investors Trust 





Century Shares Trust 





CANADA GENERAL FUND 


(i9s4) LIMITED 





The 
Bond Fund 


OF BOSTON 





NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 
VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 











989 















bearing here as in the general run of the Hilton chain to snatch the Statler at $50 a share, the expanding Hilton or- 
valuations, with asset value about $23 properties from its rivals, who were ganization found the Statler Buildings 
and no current assets left for the com- reported to be bidding nearly as high. less costly to buy than to duplicate at 
mon stock after the heavy prior obli- Possible economies in purchasing and __ present construction costs. It is also pos- 
gations. The current ratio was low, the operation and a vastly increased appeal sible that there were some potentially 
cash position comfortable and debt of the combined properties for national _ strategic site values involved, plus the 
represented about two-fifths of total capi- conventions were emphasized in news good will associated with the Statler 
talization. releases by the Hilton interests. name. But, as a going concern, at least 


It may have been good strategy for It is entirely possible also that, even Some of these factors should have been 


reflected in higher earnings more com- 
Scudder 








mensurate with the price paid. Per- 
haps potential earnings or elements of 
Prospectus on request: strategic value may be realized some- 
time in the future, but on the basis of 
published evidence, the price paid by 
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= asad Rosen 9, Sineenmenette Hilton seems quite high. Whether or 
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Three more mutual investment com- 
panies have recently crossed the $100 
million mark. Commonwealth Invest- 


EATON & | HOWARD STO Ch FUND ment Co., which was organized in 1932 


— with $41,505 and seven stockholders. 
A mutual investment fund seeking long term growth of principal and Chemical Fund. which commenced 
and income primarily through diversified holdings of operations in 1938 with $100,000, 


selected common stocks. reached century million status early 











(@) this month. Television-Electronics Fund. 
SY, which held assets of approximately 
Managed by $300,000 at the end of its first fiscal 
EATON & HOWARD year in 1948, attained the status of a 
INCORPORATED $100 million fund in the early part of 
333 Montgomery Street e. 
4 TOSTON PR mag SAN FRANCISCO ne 


The combined principal assets of the 
ten Keystone Custodian Funds also 
reached a new milestone last month. 


topping $300 million. 


Prospectus from your Investment Dealer or the above. 
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New YorK LEGAL List at RECORD 
$28.2 BILLION 


® The new corporate legal list prepared 
for the year ended July 1, 1955 has 
f K reached the record total of $28.2 billion 
Diversified investment Fund, Inc. by the addition of over $1.8 billion cor- 
" porate bonds, according to George A. 

Mooney, New York State Superintendent 
of Banks. Of this increase, some 80% 
Manhattan Bond Fund, Inc. represents new issues of approved com- 
panies. A feature of the list is inclusion 
of public bodies created or approved by 











Fundamental Investors, Inc. 




















Le ON 2 New York State which had, until now, 
S=) | Diversified Growth Stock Fund, Inc. “been acceptable for investment only un- 
no” der other statutes, thereby limiting their 
usefulness. 
A A A 
Prospectuses available on HUGH W. LONG AND COMPANY ® The annual report for 1954 for the 
these mutual funds through INCORPORATED Alliance Assurance Company Limited of 
local investment firms, or: Elizabeth 3, New Jersey London showed total fees received by the 


trustee department to be £25,040. This 


represents an increase of £3,037 over 


1953. 
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3. not a representation of future results. They should be considered in the index by issuers, underwriters or dealers. Principal indices for June 
light of the individual companies’ investment policies and objectives 30, 1954 appear in the July 1954 issue and current income returns 
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AnacondA 


Why ANACONDA rm, 
is dropping ~ IONE WES 
“COPPER MINING” 


from its famous name! 
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Na AND GREAT FALLS 


For more than 60 years, the name “Anaconda” 
has been symbolic of copper. It still is. And it will 
continue to be—for a long, long time to come. 
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But the skills that made “Anaconda” a great name in copper 

have carried into many other fields. For years it has been 

an important producer of zinc, lead, silver, gold, and 

manganese. Recently uranium was added, and Anaconda 

operations in this vital field are now substantial and growing. 
* This year primary aluminum will be produced. 


Anaconda operations have not been limited to “mining” 
either. Smelting was a 19th century activity, and soon refining 
was to be undertaken. For many years a wide range of fabricated eases COPPER To Pe 
mill products have come from two subsidiaries, The American Brass | 

Company and Anaconda Wire & Cable Company. Both of these Buster co 
subsidiaries will be fabricating more and more aluminum. 


COBR 
Before long, in fact, Anaconda will have the most complete line 4 


of products—copper, brass, aluminum, and many others—in the entire 
non-ferrous metal industry. 


<— | \ | 
& a BL is 
cane He copper 10 


The old name just didn’t cover this wide range of operations. Yet 
“Anaconda Copper Mining” had a solid ring to it, and the name was 
proudly carried. But so shall be the new name, THE ANACONDA COMPANY, 
whose more than 38,000 employees intend to carry on the same tradition 


of service that “Anaconda” has always stood for. enieiss 


The ANACONDA Company 


The American Brass Company Greene Cananea Copper Company 
Anaconda Wire & Cable Company Anaconda Aluminum Company 

Andes Copper Mining Company Anaconda Sales Company 

Chile Copper Company International Smelting and Refining Company 
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VHERE HAS BEEN NO DEARTH OF IN- 

formational books and articles on 
the mutual funds during the last twelve 
months but most of these have been 
directed either to the layman investor— 
prospective or present—or the salesman 
and his general or particular problems. 
The unbiased professional text book on 
the subject has as yet failed to make 
its appearance and it may be that a 
work comparable to Dr. Leland Rex 
Robinson’s “Investment Trust Organ- 
ization and Management,” the revised 
edition of which was published in 1929, 
is on its way. The nearest approach to 
date has been Rudolph L. Weissman’s 
“The Investment Company and the In- 
vestor,” published over three years ago. 
But Mr. Weissman, a lawyer, economist 
and investment counsel, scarcely men- 
tioned the problems encountered by the 
trustee in the use of mutual funds and 
a discussion of this subject from such 
an authoritative source would be wel- 
comed. Following are notes on some 
recently’ published volumes. 


Johnson’s Investment Company’s 
Chart’s. 1955 (Seventh Annual 
Edition). 


HUGH A. JOHNSON. Rand Building, Buffalo 
3, N. Y.; $35.00. 


Hugh Johnson has made available for 
the seventh year in compact and compre- 
hensive form most of the really essential 
information about mutuals which a sales- 
man and ordinary investor should have. 
The performance charts are excellently 
executed and cover seventy funds divided 
into four groups — common stock, bal- 
anced, special and bond. Charts for the 
Colonial Fund, and both the Growth and 
Stock Fund of the National Securities 
and Research group have been added to 
those in last year’s edition. A welcome 
and commendable refinement in the cur- 
rent charts, indicative of the professional 
status being attained by the funds, is the 
easily discernible legend appearing on 
each that there has been “no adjustment 
for taxes paid by shareholder.” 


An extremely useful table lists for 144 
funds the investment income yield on the 
adjusted offering price as of January 1, 
1955. This might well be used in con- 
junction with the yield figure based on 
the twelve-month average offering price 
which is published in T&E monthly for 
41 of these funds. Particularly valuable 
is the information furnished for 162 com- 
panies in columnar format in the section 
which Mr. Johnson calls ‘“Tablistics.” 
This includes for each company its loca- 
tion, the date organized, total assets, 
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percentage breakdown by security type, 
systematic investment payment minima, 
acquisition costs, expense ratios and divi- 
dend calendars. 


Lifetime Investing After Fifty 


E. STANLEY GRANT. Exposition Press, 386 
Fourth Ave., New York 16; 233 pp. $3.50. 


A companion work to Mr. Grant’s 
previous book, “Lifetime Investing Be- 
fore Fifty,” this is well worth reading. 
It is an intelligent book written in easily 
understood language, packed with good 
common sense and an acute awareness of 
the emotional problems involved at the 
time of coming to investment decisions. 
The author, who has never been in the 
investment profession as broker or ad- 
visor, spent a quarter of a century with 
the Dixie Cup Co. and at 65 is now re- 
tired. He writes strictly from the view- 
point of a buyer and owner of invest- 
ments who has had personal experience 
with those types discussed in his chap- 
ters. His discussion and integration of 
social security benefits, pension pay- 
ments, annuities and investments into 
sensible over-all programs to fit the in- 
dividual investor’s needs is the master 
key to the book’s excellence. 


Mr. Grant points out that it is the 
rule rather than the exception that older 
couples must use principal to live com- 
portably and he devises rule of thumb 
formulae for planning this without strain 
and worry. Parenthetically it is inter- 
esting to note that investment companies 
are becoming more interested in so-called 
“nut-and-take” programs in which part 
of accumulations from periodic invest- 
ment programs are eventually spent. 
The author feels that very often too 
much stress has been placed on insurance 
programs and not enough on personal 
investment. He thinks that from an in- 
vestment standpoint the insurance people 
don’t do too good a job, anyway, for one 
reason because of their outmoded invest- 
ment policies. Mr. Grant also deplores 
the rigidity of an annuity contract — 
“.. it is a feature that has been built 
in by life insurance companies with the 
cooperation of the state regulatory 
bodies.” 


The author’s investments are savings 
bonds and common stocks via the mutual 
fund route. His diversification require- 
ments are exacting and because of “the 
cost of skilled advice and the expense of 
buying and selling, it is a handicap for 
an independently managed fund to be 
small.” It is thus apparent that Mr. 
Grant’s independence of position does not 
prevent his becoming a discriminating 
enthusiast for the mutual funds. He wise- 
ly refrains from listing their names. 


What Every Salesman Should Know 
About Mutual Investment Funds 


National Securities and Research Corp. 
Broadway, N. Y. $10.00. 
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Originally published in 1951, this cur- 
rently revised edition of informative ma- 
terial on the mutuals is no ordinary sales 
manual of the what-it-is and how-to-do-it 
type. Sections are studded with advice on 
care in adopting the right fund (or per- 
haps no fund at all) to the prospect’s 
needs and temperament and with caveats 
against specific misrepresenations. For 
example after a lengthy description of 
the different conditions applicable to ex- 
dividend dates of mutuals and the or- 
dinary industrial corporation, the follow- 
ing statement is made: “The obvious dis- 
advantages of buying fund shares prior 
to the dates they go ex dividend in 
order to receive such dividends make it 
clear that no investment salesman should 
make sales of such shares at such a time 
without fully explaining the dividend as 
being, in effect, a return of capital.” 


Under a chapter headed “What Sales- 
men May Not Say About Mutual In- 
vestment Funds and Why,” there are 
listed 19 specific prohibited statements 
including “The trust company acting as 
custodian or trustee is responsible for 
the portfolio securities and cash assets 
of this fund” because it “might lead some 
persons to believe that the custodian or 
trustee is responsible for the manage- 
ment of the mutuals’ portfolios of se- 
curities which is not true.” 

The manual was prepared by experts 
in the mutual investment fund field, all 
present or former executives of the Na- 
tional Securities and Research organiza- 
tion — President Harry J. Simonson, Jr., 


Vice Presidents H. K. Meyer and E. Waln J 


Hare, and former Vice Presidents Doug- 
las Laird and Louis H. Whitehead. The 
first section of the book describes what 
mutual funds are, the laws applicable to 
their formation and distribution, their 
tax status, pricing, dividend reinvestment 
and systematic accumulation plans and 
a glossary of terms. The next section 
deals with selling chapters being de- 
voted to the laws of salesmanship as well 
as building prospect lists, the third divi- 
sion details effective sales ideas, and the 
fourth describes special appeals such as 
systematic investing and the use of mu- 
tuals in pension, profit sharing and em- 
ployee benefit plans. 


What About Mutual Funds? 


JOHN A. STRALEY. Harper and Brothers, 49 
E. 33rd St., New York; pp. 145, $2.50. 


John Straley’s background, in contrast 
with that of Stanley Grant’s, is steeped 


(Continued on page 620) 
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Treman Reports on New York State 
Trust Division Activities 


The annual conference of the Trust 
Division of the New York State Bankers 
Association, after eight years of meeting 
in Syracuse, will be held this year in 
Albany on October 20-21, Charles E. 
Treman, Jr., Trust Division chairman 
and vice president and trust officer of 
Tompkins County Trust Co., Ithaca, an- 
nounced to the Association at its 59th 
annual convention at Lake Placid Club, 
on June 16. The decision to move the 
trust conference to different parts of the 
state was made by the Executive Com- 
mittee to stimulate greater interest and 
raise the attendance at this annual work- 
ing session above its customary 250 trust 
representatives. The 1955 Spring region- 
al meetings, held in Poughkeepsie, Al- 
hany, Utica, Mineola, Buffalo, Rochester 
and Elmira, obtained a _ record at- 
tendance of 538. The 107 guests at these 
sessions included 32 members of the 
legislature, 23 Surrogates, and 52 mem- 
bers of the Bar, many returning for 
their second or third year. A sound film 
prepared by the University of Michigan 
—‘Taking The Mystery Out of Wills” 


— was favorably received. 
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The Committee on Costs and Compen- 
sation this year completed a bill to in- 
tease the commissions of fiduciaries 
which was satisfactory to the Surrogates’ 
Association, the Banking Department 
aid several Bar Associations. The bill 
was passed by both the Senate and the 
Assembly with no known dissenting 
votes, but was vetoed by Governor Har- 
man. Having learned of certain aspects 


f‘0 which the Governor took exception, 


and of his opinion that the bill should 
have been subject to a public hearing 
‘not the practice of the Legislature un- 
kss a bill is of an apparently contro- 
iersial nature), the Committee expects 
0 be able to alter the bill to meet these 
tbjections of substance and procedure 
ind have it re-introduced in the 1956 
legislature. 


The Bank Fiduciary Fund, which be- 
san operations on April 29 as an open- 
id mutual fund functioning on a non- 
jrofit basis, started with subscriptions 
otaling $1,067,800 from 16 banks and 
presenting 321 individual trusts. Early 
‘stimates indicate that as much as $1.5 
uillion additional may be subscribed at 
he next entry date on July 29, Mr. 
lteman said. Nearly 1,000 Series “G” 
‘avings Bonds were exchanged at par 
or stock in the Fund and the partici- 
dating banks, instead of receiving ap- 
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proximately 2,000 dividend checks a 
year on these bonds, will now receive 
annually only 64 dividend checks from 
the fund, giving some indication of the 
savings obtained. The Fund was invested 
at the outset in these proportions: 66% 
in bonds; 32% in common stock; 2% 
in cash, Estimated gross income for the 
first three months will be at the rate of 
3.04% and net income 2.85%. Since 
nearly all of the bond investments are 
Series G, and current yields on high 
grade common stocks are low, an im- 
provement in the earnings of the Fund 
may be expected in future years. 

The Committee on Trust Operations 
has worked closely with the Federal Re- 
serve Bank of New York on its second 
annual income and expense survey of 
trust departments. Results of this survey 
(see page 597), Mr. Treman said, give 
hope of an improved earnings situation. 
This Committee is also considering de- 
velopment of an Operations Manual for 
the uniform guidance of trust depart- 
ments. The problem of retention of old 
trust records is being reviewed in this 
connection and may lead to a proposal 
for new legislation to bring much needed 
relief. 


A comprehensive study of welfare and 
pension funds and preparation of a bill 
providing for their examination and 
supervision has been undertaken by the 
Employee’s Benefit Fund Committee in 
close cooperation with the Banking De- 
partment. A proposed amendment to 
Regulation F in regard to the comming- 
ling of investments of pension, bonus 
and profit-sharing plans, although criti- 
cized by this Committee, was approved 
by the Trust Division of the American 
Bankers Association and the regulation 
became effective June 13 (see T&E, June, 
p. 464, and this issue, p. 562). 

The second annual session of the Trust 
Business Development School, organized 
by the Business Development Committee 
in cooperation with New York Uni- 
versity, was held during June with a 
revised curriculum placing more em- 
phasis on Estate Planning. The School 
is conducted primarily for trustmen and 
women in New York State, but this year 
a few students were accepted from New 
Jersey and Pennsylvania. 


A method of changing the present re- 
quirement that trustees of legal Common 
Trust Funds must not permit their non- 
legal investments to exceed 35% of the 
value of the Fund prior to admissions 


or withdrawals of units on a valuation 
date has been sought by the Common 
Trust Funds Committee, working closely 
with the Banking Department. This Com- 
mittee also has been studying the Rev- 
enue Code provisions regarding the re- 
porting and payment of taxes on profits 
taken in a Common Fund, and has been 
considering development of a working 
formula for the exchange of information 
between banks having Common Funds in 
conformity with the Federal Reserve 
Board ruling on publication of such in- 
formation. 


A useful leaflet outlining the require- 
ments for an out-of-state corporate fidu- 
ciary which wishes to qualify in New 
York, New Jersey or Pennsylvania is 
under preparation by the Tri-State Com- 
mittee. 


Strong sentiment in favor of a change 
in the Rule against Perpetuities and the 
statutes limiting the accumulation of in- 
come was indicated by a poll conducted 
by the Trust and Estate Law Committee 
as well as by a similar poll undertaken 
by the Corporate Fiduciaries Association 


of New York. 


The creation of a library in the As- 
sociation offices in New York for theses 
on trust subjects by New York State 
trustmen, and which have been accepted 
for the library of the Graduate School 
of Banking, was authorized by the Ex- 
ecutive Committee. 


Informal discussion with some legis- 
lators and surrogates revealed no active 
opposition to liberalization of legal trust 
investment to include a_ higher per- 
centage of preferred or common stocks, 
providing research showed this to be in 
the public interest. The Committee con- 
cluded, however, that action in this di- 
rection would be premature. 


A A A 


Albany Bank Offers Collective 
Retirement Plan 


A collective retirement plan as an aid 
to smaller business firms has been es- 
tablished by National Commercial Bank 
of Albany, N. Y. Each participating 
company maintains its separate identity, 
has full control of the benefit arrange- 
ments, and at the same time enjoys 
greater investment diversification 
through the pooling of retirement 
moneys with those of other companies 
in a single fund managed by the bank. 


National Commercial Bank was one 
of the first upstate New York banks to 
establish a separate pension division 
which is under the management of 
Everett W. Wyatt, trust officer. 
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NEW YORK 





STATEMENT OF CONDITION, JUNE 30, 1955 


ASSETS 


Cash and Due from Banks ... $376,577.883 
342,969,009 


U. S. Government Securities 


U. S. Government Insured 
F.H.A. Mortgages ...... 21,554,936 


Other Securities ........ 53,122,442 
Stock in Federal Reserve Bank . 3,150,000 
atk eke ke ee kg 709,720,418 
First Mortgages on Real Estate . 1,952,436 


Banking Houses. ....... 17,073,892 


Customers’ Liability 











for Acceptances Outstanding . 29,242,567 
Otieer Anetta 20 tt 6,098,750 
$1,561,462,333 

LIABILITIES 


Capital Stock (5,000,000 shares—$10par) $ 50,000,000 
seo idk wm oe 8 8 55,000,000 
Undivided Profits ....... 20,831,714 

Total Capital Accounts. . . 125,831,714 
Deposits ........... %1,386,031,314 


Taxes and 
Other Expenses ....... 9,729,822 


Dividend Payable July 1, 1955 1,500,000 


Acceptances: Less Amount 
Ee ee ee 32,563,529 


Other Liabilities. ....... 5,805,954 
$1,561,462,333 














U. S. Government Securities are stated at amortized cost; Other Securi- 
ties at not more than the lower of amortized cost or market value; and 
Loans, Mortgages, and Banking Houses, after deduction of reserves. 


U. S. Government Securities pledged to secure deposits of public monies 
and for other purposes required by law amounted to $73,225,902. 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


DIRECTORS 


WILLIAM N. ENSTROM 
Chairman of the Board 


RICHARD H. WEST 
President 





HARRY E. WARD 


Honorary Chairman 


HENRY P. BRISTOL 


Chairman, Bristol-Myers Company 


I. J. HARVEY, JR. 
President, The Flintkote Company 


DAVID L. LUKE, JR. 
President, West Virginia 
Pulp and Paper Company 


MINOT K. MILLIKEN 
Vice President and Treasurer, 


Deering, Milliken & Co., Inc. 
DON G. MITCHELL 


Chairman, 
Sylvania Electric Products Inc. 


ROY W. MOORE 
President, 
Canada Dry Ginger Ale, Inc. 


MICHAEL A. MORRISSEY 
New York, N. Y. 


PETER S. PAINE 
President, 
New York & Pennsylvania Co. 


LeROY A. PETERSEN 
President, Otis Elevator Company 


J. WHITNEY PETERSON 
President, 
United States Tobacco Company 


RAYMOND H. REISS 
President, 
Reiss Manufacturing Corporation 


HERBERT E. SMITH 
Former Chairman of the Board 
and Chief Executive Officer, 
United States Rubber Company 


E. ©. STEWART 
President, National Dairy Products 
Corporation 


WILLIAM J. WARDALL 
New York, N. Y. 


FRANCIS L. WHITMARSH 
President, 
Francis H. Leggett & Company 
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TRUST PROFITS UP 14% IN SECOND DISTRICT 
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Trust departments in 83 commercial $79 million or about 5/6 of commis- sets, 3,900 corporate trust accounts 
banks of New York, New Jersey and sions and fees earned in 1954 by alltrust with outstanding bonds of $27 billion, 
Fairfield County, Conn.,' having annual departments in the area surveyed. These and 20,000 corporate agency accounts. 
commissions and fees in excess of 83 trust departments at the 1954 year- Net losses in 1954 were incurred by 
$10,000 each, were 14% more profitable end were servicing 115,000 personal 2/5 of the trust departments included 
in 1954 than in 1953, according to the trust accounts* having $48 billion of as- in Table I.2 After adjustment for “al- 
second annual survey undertaken by the 
Federal Reserve Bank of New York. 8Personal accounts include such accounts as es- include bond trusteeships and agency functions, 
The banks surveyed earned trust depart- tates, testamentary and living trusts, guardian- such as acting as registrar, transfer agent, coupon 

ee 7 ships, pension and profit-sharing trusts, and and bond-paying agent, and dividend-disbursing 
ment commissions and fees aggregating agency and custody accounts. Corporate accounts agent for corporate security issues. 
Table I. Percentage Distribution of Income, Expense, and Related Items for Commercial Bank Trust Departments 
in New York State and New Jersey, 1954. 
63 banks in New Jersey and New York State 
outside New York City 16.New York City banks 
with with 
total commissions and fees of: total commissions 20 banks reporting 
and fees of: income and expense 
Item Under $50,000 Over $50,000 by type of account 
Trust departments with | Trust departments with 
Under $1 million 
Net profits] Net losses*! Net profits|Net losses* $400,000 and over Corporate Personal 
Number of banks 16 20 20 7 Ff 9 20 20 
Per cent of total commissions and fees 

Commissions and fees from: 

Estates. .- i as sg 46.9 29.8 30.6 24.2 5.5 9.4 - 17.9 
Pension and profit« ~eharing touati. ‘ 3.8 1.9 2.5 3.5 2.5 4.9 - 8.5 
Pepsonad truste. < ss. s « % 35.8 45.8 38.4 41.6 8.3 19.9 - 35.5 
Persons] agencies. . 2... +s s<s 9.9 19.3 20.4 22.2 27.5 23.5 - 38.1 
Conporste CeuWiW of< «s+ + + ss * 0.1 1.6 0.7 2.7 10.4 5.9 14.1 - 
Corporate agencies ....... 3.5 1.6 7.4 5.8 45.8 36.4 85.9 - 

TOGRE 200OEE. « + 6 bs os 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Total expense. . . Nor 66.6 135.4 88.8 129.4 125.5 90.0 88.4 94.2 

Net earnings before income tases Biceres 33.4 - 35.4 21.2 - 29.4 - 25.5 10.0 11.6 5.8 

Income tax charges(-) or credits(+). . - 13.4 + 19.0 - 5.2 + 15.6 + 14.2 - 5.4 - 6.4 a: Sud 

Trust department net earnings. 20.0 16.4 6.0 - 13.8 - 11.3 4,6 5.2 2.7 

Allowed credit for deposits. .... 9.9 13.3 12.4 22.3 13.2 9.1 9.2 10,1 

Trust department net earnings 2 
(adjusted for deposit credits) . 29.9 a 33% 18.4 8.5 1.9 13.7 14,4 12.8 
Per cent of total expense 
Direct expense: 
Salaries and wages: 
Officers , . Eee rae ae oe 40.8 36.5 26.9 o1.7 21.0 12.6 8.4 16.5 
Employees. Oe ih i es ser 22.2 22.4 33.2 31.9 41.7 50.3 54.9 46.0 
Pensions and retivenente -— now 2.9 3.4 23.0 4.2 3.4 4.4 4.4 4.3 
Personnel insurance, ... — 1.2 } ee 1.3 1.7 2.0 1.4 1.4 1.5 
Other expense related to salaries. ‘ 0.9 1.5 1.5 27 22 4.5 4.6 4.0 
Subtotal 68.0 64.9 65.9 61,2 69.3 732 73-7 72.3 
Occupancy of quarters. ....s+.e-s 6.2 6.6 6.7 4.1 8.2 7.5 8.4 6.9 
Furniture and equipment. ...... 1.0 Ak a7 1.8 1.0 1.9 2.6 1.4 
Stationery, supplies, and postage. . O22 « 2.6 2.6 2.3 2.3 e3 2.2 2.3 
Telephone and telegraph. ...... 0.7 0.9 0.7 1.2 1.4 0.9 0.8 1.0 
| A@vertising. .. 6+ -eseseeeece 2.6 3.9 1.8 2.0 0:7 0.5 0.1 0.8 
| Directors’ and trust committee fees. 1.2 1.4 pe 0.5 0.4 0.4 0.1 0.5 
Legal and professional fees. ... 0.4 0.3 0.4 0.8 0.9 2.2 0.9 Lk 
Periodicals and investment services. 1.8 2.6 re 2.8 0.8 0.3 0.1 0.5 
Examinations... Phe oe a ee 2.9 2.5 1.2 0.4 1.0 0.1 0.1 0.2 
Other direct expense eee ee 1.9 1.8 1.5 8,2 5.2 1.9 2.0 2.2 
Total direct expense ....... 88.8 87.6 84.8 85.3 91.2 90.1 91.0 89.2 
co a ae ae ee 11:2 12.4 15.2 14.7 8.8 9.9 9.0 10.8 
Total expense. ...s.scecvree 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Related items: 
Average rate allowed on deposit 
COORG <.5.-6 ale 1.66 2.12 1.77 2.44 1.63 1.89 2.23 2.08 
Dollar amount of total commissions 
and fees (thousands) ....... 448 569 4,316 1,417 1,058 43,106 19,056 25,824 
Dollar amount of total expense 
(ARRON 56-6. 250-5 3s 4 Se 298 771 3,832 1,833 1,328 38,802 16,847 24,313 
Average number of officers .... 0.87 1.84 5.43 6.68 2.33. 44,12 5.47 17.36 
Average number of employees. . .. . a.72 2.81 22.15 23.43 19.40 535.38 136.54 117.03 
*Before adjustment for deposit credits. Similarly, two mutual savings banks in New Jersey that operate trust 
departments are grouped with commercial banks. 
cot ‘Banks in Fairfield County, Connecticut, that operate trust departments “Four banks did not report data in a form suitable for inclusion in Table 
and submitted data are grouped with banks in the State of New York. I. Data for these banks are included in Table II, however. 
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Table II 


Income and Expense by Type of Trust Account for Nine New York City Commercial Banks,* 1954 and 1953 
(Dollar amounts in thousands) 
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: Trust depart- 
Total Net earnings Income tax Trust Allowed ment net earn- 
Type of trust account commissions Total before income | charges (—) or| department credit for ings (adjusted 
and fees expenses taxes credits (+) net earnings deposits for allowed 
credit for 
deposits) 
Estates: 
on 2S anid 56, Vik dhe rh die Win eiajavas ain 4,782.4 3,988.4 + 794.0 _ ey 2 + 350.8 + 289.2 + 640.0 
REE ES Sareea tro er nn ee ee 3,733.1 3,809.0 — 75.9 + 8.1 — 27.8 + 438.2 + 410.4 
CL E_E!NS TIE ROTEL OCTLCCOR TTS + 1,049.3 + 179.4 + 869.9 _ 491. 3 + 378.6 — 149.0 + 229.6 
EOC TTT TRC ee 28.1 + 4.7 Tt Tt Tt — 34.0 + 55.9 
— and profit-sharing trusts: 
tei ARG ee © a eR eer were ee 4,211.2 4,292.5 —- 81.3 - 1.3 — 82.6 + 429.9 + 347.3 
aS otek 5's c @k:6. 65416-4450 4 5-0-6 3,423.5 4,031.9 — 608.4 + 297.5 — 310.9 + 466.2 + 155.3 
Dollar change + 787.7 + 260.6 + 527.1 — 298.8 + 228.3 — 36.3 + 192.0 
Rc. is nsiu Gio Biase Ss vindide 6 one's Bubio aes + 23.0 + 6.5 t t t = 7.8 + 123.6 
Personal trusts: 
a Ea oP 13, 124.6 12,506.4 + 618.2 — 370.6 + 247.6 +1,135.7 +1,383.3 
US re era eran peer ener erare 13 ,053.8 12,753.7 + 300.1 — 138.9 + 161.2 +1,339.9 +1,501.1 
EE OUT ee re ety + 70.8 — 247.3 + 318.1 — 231.7 + 86.4 — 204.2 — 117.8 
NESE ERS IN eR ern ® SP tear + 0.5 - 1.9 + 106.0 + + 53.6 - 15.2 _ 7.8 
Personal agencies: 
: a sere ak ado or anevada R.5 Wid igh Sik oreenrsie 15, 299.5 14,051.6 +1,247.9 — 601.2 + 646.7 +1,913.5 +2,560.2 
Pe Sac 5h, chase Wiaserw bless, /o'6 Waiw duels 14,074.6 14,014.6 60.0 7.6 + 67.6 +2,330.0 2,397.6 
Dollar I ne Coin Lara aia. ae alain amass + 1,224.9 a 37.0 +1,187.9 — 608.8 + 579.1 — 416.5 + 162.6 
I ok rc Soc. Nara, deve, b\:'6-6 puisie.e era dueraie + 8.7 + 0.3 tT T + 856.7 _ 17.9 + 6.8 
Corporate trusts and agencies: 
RE Soe oad cad cans bp aels rs Ome OSES 24,441.9 21,626.2 +2,815.7 —1,410.5 +1,405.2 +2,173.3 +3,578.5 
Ny 1b ms nk. Atk oe) d0h<arhesw 480.016 Sb. bea. O8cki8 0S 22 ,791.7 21,242.8 +1,548.9 — 782.7 + 766.2 42) 457 3 +3,223.5 
EEE LG PLE RET CT + 1,650.2 + 383.4 +1,266.8 — 627.8 + 639.0 — 284.0 + 355.0 
5a. u.5d acd cieeis g8es 44,0055 sieve eines + 7.2 + 1.8 81.8 t + 83.4 ~ 11.6 + 11.0 
All trust accounts: 
ia a cine 6.015145. dR Se aiaseieaemeaalecneind 61,859.6 56, 465.1 +5,394.5 —2,826.8 +2,567.7 +5,941.6 +8,509.3 
a ao olde Gases aia casks des bade lave eraiede6se bebe 57 ,076.7 55,852.0 +1,224.7 — 568.4 + 656.3 +7 ,031.6 +7 ,687.9 
ES OEE ECO TE ELE OT TE + 4,782.9 613.1 +4,169.8 —2,258.4 +1,911.4 —1,090.0 + 821.4 
NI 2 rare ci 5 arias ev vascumiasal pialeneid- mia. ealelae aa 8.4 + a + 340.5 Tt + 291.2 — 15.5 + 10.7 


























* This group of banks is not the same group of large New York City banks shown in Table I. It consists of five banks that are included in Table I and four large 
New York City banks that did not report their data in a form suitable for inclusion in Table I. 
t+ Percentage changes were not shown when year-to-year data changed from a minus to a plus, or vice versa, or if the percentage was considered meaningless. 





lowed credits for deposits,” however, posit credit) of these New York City fees were highest in servicing pensions 
only 11 banks or 14% of the number trust departments in 1954 amounted to and profit-sharing trusts, salaries ab- 
surveyed showed net losses. $8.5 million, 11% more than in 1953. sorbing 80% of commissions and fees 

Of the 83 banks in the current sur- Gains in net earnings occurred for every from this type of business. This expense 
vey, 56 (9 in New York City and 47 type of trust business except personal ratio may indicate that the level of in- 
outside) were also included in the previ- _ trusts. The largest rise in dollar earnings come from such trusts is low. As a per- 
ous survey covering 1953. The 9 New was in corporate trust and agency ac- centage of commissions and fees, total 
York City banks handled 4/5 of the counts, but the largest year-to-year per- expenses were lowest for estate accounts. 
City’s trust business in 1954. Compari- centage gains in earnings were from Before allowing credits for deposits, 
sons of income and expense for the two’ estates and pension and profit-sharing estates were the most profitable type of 
years by type of account for these banks trusts. trust business, with net earnings equal 
are shown in Table II. Expenses (shown in Table II) stated to 12.4% of total commissions al fees. 

Net earnings (after adjustment for de- as a percentage of total commissions and After the addition of the allowed de- 





Table III 
Income and Expenses of Trust Departments in 1954 and 1953 for 47 Commercial Banks 
in New Jersey and in New York State Outside New York City 
(Dollar amounts in thousands) 






































By size of trust department income—total commissions and fees of: 
Total 
Under $50,000 Over $50,000 (47 banks outside New York City) 
Item (26 banks) (21 banks) 
1954 1953 | Dollar |Percent} 4954 1953. | Dollar |Percent} 4954 1953 Dollar |Percent 

change | change . change | change change | change 

Commissions and fees from: 
HAtAtOR. ..00.00 0000 c0ee ASE NP Te ere 261.1 198.1 |+ 53.0 |+26.8 1,344.6 862.6 | +482.0 |+55.9 1,595.7 1,060.7 | +535.0 |+50.4 
Pension and profit-sharing trusts.......... 15.0 13.2 |+ 1.8 |+13.6 150.7 110.5 |+ 40.2 |+36.4 165.7 123.7 |+ 42.0 |+34.0 
Personal CPUS... cee cece nec cncccecces 311.4 *276.5 |+ 34.9 |+12.6 1,951.8 1,864.7 |+ 87.1 |+ 4.7 2,263.2 2,141.2 |}+122.0 |+ 5.7 
ENE EERO OE PT 117.8 105.0 |+ 12.8 |+12.2 1,060.3 995.6 |+ 64.7 |+ 6.5 1,178.1 =. + 77.5 |+ 7.0 
RAO COMME 6 6:6. 5.0.0:0:5 b0sc ee cessecete 6.1 5.4 |+ 0.7 |+13.0 66.1 45.8 |+ 20.3 |+44.3 72.2 1.2 |+ 21.0 |+41.0 
RINNE GUUDIIGRON, 55.05.0 Ss ccccdceccccccs 13.1 9.5 /+ 3.6 |+37.9 402.0 431.0 |— 29.0 |— 6.7 415.1 440.5 — 25.4 |-— 5.8 
MINNIS cn. a5. Ac! 0. 0:'916,h08 4.016 a/avarerdienerels 714.5 607.7 |+106.8 |+17.6 4,975.5 4,310.2 | +665.3 |+15.4 5,690.0 4,917.9 |+772.1 |+15.7 
NN a ok sac ace g.6 a arbicve sraseresmaie 783.3 713.5 |+ 69.8 |+ 9.8 4,997.0 4,558.6 |+438.4 |+ 9.6 5,780.3 5,272.1 |+508.2 |+ 9.6 
Net earnings before income taxes........... — 68.8 |—105.8 |+ 37.0 */]— 21.5 |— 248.4 |+226.9 *|— 90.3 |— 354.2 |+263.9 * 
Income tax charges (—) or credits (+)...... + 39.9 |}+ 59.3 |— 19.4 |—32.7 |+ 39.3 ]+ 120.0 |— 80.7 |—67.3 |+ 79.2 }+ 179.3 |—100.1 |—55.8 
Trust department net earnings............. — 28.9 |— 46.5 |+ 17.6 *i+ 17.8 |]— 128.4 |+146.2 *|- 11.1 |-— 174.9 |}+163.8 * 
Allowed credit for deposits................. + 92.9 |+ 85.9 /+ 7.0 /+ 8.1 |+ 747.2 |+ 627.5 |4+119.7 |+19.1 |+ 840.1 ]+ 713.4 |+126.7 |+17.8 

Trust department net earnings (adjusted 

BE CUNO -QUGUNOK. oo cos bic cs cee sccce + 64.0 |+ 39.4 |+ 24.6 |4+62.4 |+ 765.0 |/+ 499.1 |+265.9 |+53.3 |+ 829.0 }+ 538.5 |+290.5 |+53.9 









































Note: The plus or minus signs in the income and expense columns show additions to or deductions from “Trust department net earnings” in each year. In the columns 
of change, the signs show the effect of the change in the item upon the year-to-year change in ‘‘Trust department net earnings” 
* Percentage changes were not shown when year-to-year data changed from a minus to a plus, or vice versa, or if the percentages were considered meaningless. 
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posit credit, however, corporate trusts 
were more profitable than estates. 
Comparisons of trust department in- 
come and expense data from 47 banks 
outside New York City that reported 
for both 1953 and 1954 are shown in 
Table III. These trust departments re- 
ceived an estimated 40% of all trust de- 
partment income earned in the survey 
area outside New York City. Aggregate 
net earnings (after adjustment for de- 
posit credits) were $829,000 compared 


departments continued to show net losses 
but on a much reduced scale. Gross in- 
come for the 47 trust departments in- 
creased $772,000 or 16% from 1953 
to 1954. Increased expenses absorbed 
$508,000 of the income rise, however, 
and total expenses continued to exceed 
gross receipts. In effect, whatever in- 
come these trust departments had came 
entirely from earnings on uninvested 
trust funds deposited with their commer- 
cial banking departments, whereas in the 


Australian Trust Company 
Makes New High 


The number of new estates received 
during the fiscal year ending March 31, 
1955, has again exceeded all previous 
records with a total value of new Estates, 
Trusts @nd Agencies of £3,152,933, El- 
der’s Trustee & Executor Co., Ltd., of 
Adelaide, South Australia, states in its 
annual report. The appointment of the 
Company under new wills was maintained 
at a high level, and trust funds under 
























































with $539,000 in 1953. Before adjust- New York City hanks the trust operation the Company’s administration reached 
ment for deposit credit, however, these is generally profitable in its own right. the all-time high of £20,758,657. 
Business Established 1818 
PRIVATE BANKERS 
NEW YORK BOSTON PHILADELPHIA 
PA N _— 
cuiacunees Statement of Condition, June 30, 1955 
Davip G. ACKERMAN 
MoreEAu D. Brown ASSETS 
Prescott S. BUSH ee 
i lech ities CASH ON HAND AND DUE FROM BANKS $ 44,952,537.21 
E. R. HARRIMAN UNITED STATES GOVERNMENT SECURITIES . 49,643,541.92 
Py sgcia Y. ony STATE, MUNICIPAL AND OTHER 
. H. KINGsBury, JR. : RAED err é 
tilts dh Bithiaints PUBLIC SECURITIES 44,914,917.95 
JOHN B. MADDEN OTHER MARKETABLE SECURITIES 6,181,407.01 
THOMAS MCCANCE LOANS AND DISCOUNTS . 59,041,444.51 
Ray Morris f . ee Oe 
H. D. PENNINGTON CUSTOMERS’ LIABILITY ON ACCEPTANCES 16,008,535.55 
L. PARKS SHIPLEY OTHER ASSETS 1,538, 294.69 
KNIGHT WOOLLEY PREIS ‘ 
$222,280;678.84 
W. A. HARRIMAN 
Limited Partner LIABILITIES 
FACILITIES DEPOSITS . $189,222,694.63 
DeEposir ACCOUNTS ACCEPTANCES: LEss AMOUNT IN PORTFOLIO . 16,627,171.96 
LoANS * ACCEPTANCES ACCRUED INTEREST, EXPENSES, ETC. 485,528.71 
COMMERCIAL LETTERS Se iiss 
pee oclan RESERVE FOR CONTINGENCIES . 1,500,000.00 
BROKERS FOR CAPITAL $ 2,000,000.00 
PURCHASE AND SALE LA 4 
ening eae SURPLUS . 12,445,283.54 = 445 ,283.5: 54 
Custopy OF SECURITIES 222,280,678.84 
INVESTMENT a 
ADVISORY SERVICE As required by law $1,600,000 U.S. Government Securities are pledged to secure public deposits. 
Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of the State of New York 
and by the Department of Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commis- 
sioner of Banks of the Commonwealth of Massachusetts. 
Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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PENSION and 


PROFIT SHARING 


DIGEST ° 





SAMUEL N. AIN 


Private Pension Plans—Facts 
and Factors 


HE LITERATURE OF PRIVATE PENSION 
¥ ere has been growing nearly as 
rapidly as the field itself. Within the 
last year there appeared Charles L. 
Dearing’s “Industrial Pensions,” a sur- 
vey of the field from a broad social and 
economic point of view, and “Pension 
Planning”? by Walter J. Couper and 
Roger Vaughan, an attempt to explore 
trends through analysis of some 491 
plans. 


These works merit the attention of 
the student and the practitioner. How- 
ever, because of their limited objectives, 
they do not touch upon many matters 
of day to day interest to persons work- 
ing in the field. To a very large extent 
this gap has now been covered by Dan 
M. McGill with the recent publication 
of his “Fundamentals of Private Pen- 
sions.”* This book is the initial publi- 
cation of the Pension Research Council 
of the Wharton School of Finance and 
Commerce, a group created in 1952 for 
the purpose of sponsoring non-partisan 
research in the area of private pensions. 


The Council deserves the thanks of 
all interested persons for Mr. McGill 
has written a book in which he has 
succeeded in carrying out his stated 
two-fold purpose “(1) to provide a 
broad background for the more special- 
ized studies to follow, and (2) to serve 
as a basic text for those persons aspir- 
ing to a fuller understanding of the 
private pension mechanism.” It is a 
work which deals with technical mat- 
ters in a way satisfactory to the techni- 
cian and yet well within the grasp of 
the lay person. That this is difficult to 
do will be appreciated by anyone who 
has faced the problem of explaining 
technical matters to a_ non-technical 
audience. 


The book begins with a brief survey 
1Brookings Institution, 1954. 

2Industrial Relations Counsc! rs, Inc., 1954. 
8Richard D. Irwin, Inc., 1935. 
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of the factors contributing to the de- 
velopment and growth of private pen- 
sion plans in this country. Three chap- 
ters then follow which deal with the 
mechanism of plans themselves. First 
there is consideration of the basic fea- 
tures of pensions in terms of their cov- 
erage, the types of benefits and the 
sources of the money to support these 
benefits. Next there is a discussion of 
the principal kinds of legal arrange- 
ments under which the benefits are pro- 
vided, the insured, the self-administered 
and the combination plan. Finally there 
is described the budgeting arrange- 
ments, or funding media, used in pro- 
viding the money needed to pay the 
cost of benefits. These include the pay- 
as-you-go approach, terminal funding 
and the various kinds of advance fund- 
ing. 


In considering methods of advance 
funding McGill examines the basic fac- 
tors which affect the cost estimates; 
namely mortality, interest, expenses, 
turnover, retirement rates, and com- 
pensation changes. He shows through 


rather detailed illustrations how varia- 


tions in assumptions with respect to 
these factors will change cost projec- 
tions. He points out that these varia- 
tions in assumptions affect true costs 
only to the minor extent that changes 
in the cost projections influence the 
rate of funding and, consequently, the 
magnitude of investment earnings. Per- 
haps it might have been well also to 
point out that the employer’s latitude 
in timing his contributions so as to ob- 
tain maximum tax advantage can be 
affected by the type of advance fund- 
ing chosen. 


The book concludes with a discussion 
of the very controversial subject of 
what legal arrangement and funding 
medium an employer ought to use in 
carrying out his plan. Four criteria 
are used to examine this problem: cost, 
security of benefits, flexibility in types 
of benefits and in funding procedure 








and the range and quality of administra. 
tive and consulting service available to 
the employer. On this important and 
critical point the author concludes as 


. follows: 


“It must be apparent that no fund- 
ing medium is inherently superior to 
all others .. . A particular funding 
medium might be ideal for one set of 
circumstances and completely unsuit- 
able for another. Plan specifications, 
particularly the benefit formula, will 
have a strong influence on the em- 
ployer’s choice of medium. So will 
cost considerations, especially the an- 
ticipated return on invested funds. 
In the final analysis, however, the 
decision is likely to hinge on the 
relative importance which the em- 
ployer attaches to the related factors 
of flexibility and responsibility. 


“Varying degrees of flexibility can 
be obtained among the available 
funding media, but one of the inex- 
orable facts of pension life is that 
control is always accompanied by re- 
sponsibility. As the degree of em- 
ployer control over the financing and 
administration of a pension plan in- 
creases, so does his responsibility for 
the functioning of the plan. Under 
the individual contract pension trust, 
for example, the employer has very 
little flexibility but, by the same 
token, his responsibilities are virtu- 
ally limited to the payment of prem- 
iums. He enjoys freedom from in- 
vestment worries and _ uncertainty 
over the magnitude of the financial 
obligations he has assumed. Under 
other types of insured plans the em- 
ployer gains more flexibility but as- 
sumes more direct responsibility for 
the success of the plan, the ultimate 
in both flexibility and responsibility 
being represented by the IPG group 
annuity. Finally, under a self-admin- 
istered trusteed plan the employer 
has almost complete control over the 
provisions, financing, and administra- 
tion of the plan, the only limitations 
being found in the governing tax laws 
and the terms of a labor-management 
agreement, if any; in exchange for 
this control, however, the employer 
inherits full responsibility for the op- 
eration of the plan. 


“Increasing numbers of employers 
are placing flexibility and control 
ahead of freedom from responsibility. 
This.is especially true of the larger 
employers who feel that they can 
afford to assume all risks inherent in 
a pension undertaking. The desire to 
control the investment of the pension 
fund and particularly to take advan- 
tage of common stock investments, is 
frequently the decisive factor. Small 
and medium-sized firms tend to pre- 
fer the lower order of responsibility 
identified with insured plans, especi- 
ally those of the allocated funding 
type, notwithstanding the accompany- 
ing restrictions on the employer’s 
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freedom of action. Underlying the 
choice in each case should be an 
appreciation of the employees’ inter- 
est and an acceptance of the premise 
that having established a pension 
plan an employer is morally obligated 
to provide the benefits which it prom- 
ises. Only on the basis of such a 
philosophy can the private pension 
movement become a significant force 
in mankind’s perennial quest for old- 
age security.” 


While most pertinent matters are 
treated well disability benefits are bare- 
ly touched upon and no mention is 
made of widow’s and orphans’ benefits 
or the effect of surrender charges on 
cost. 

The author says of public pension 
plans: “Approximately 1700 in number, 
state and local plans are characterized 


by low benefits, long service require- 
ments, nontransferability of credits and 
inadequate financing.” While some pub- 
lic pension plans can probably be found 
with all these attributes, a study of a 
hundred or two would indicate that 
they cannot thus be characterized. The 
police and fire plans generally have very 
high benefits. A public pension plan 
for other employees might typically pro- 
vide per year of service 1.6% of final 
average pay over the last 5 years of 
service with retirement at age 60— 
hardly a low benefit. 


Most public programs studied do 
not have any material service require- 
ment for retirement benefits. Nontrans- 
ferability of credits is no more charac- 
teristic of public programs than of trus- 





teed private plans. As for inadequate 
financing, it may be true of some, par- 
ticularly the very small plans, but most 
of those studied, particularly the large 
ones, are no less sound than typical 
corporate plans. The subject of pen- 
sion plans does not lend itself to broad 
generalizations. Fortunately the author 
has, for the most part, avoided this 
pitfall. 


Non-Taxable Transfer of Funds 
Between Qualified Plans 


VIEW OF THE PRESENT TREND TO- 


N 
| wards changing the method of fund- 


ing existing plans from group annuity 
contracts to trusteed bases, two recent 
Internal Revenue Rulings are of interest. 


In Revenue Ruling 55-368, I.R.B. 
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Condensed Statement of Condition June 30, 1955 


ASSETS 
Cash on hand and due from banks..........++ $196,211,003 
United States Government securities......... 189,910,960 
State and municipal bonds and notes........ 70,123,726 
Stock of the Federal Reserve Bank........... 1,800,000 
Other bonds and securities (including shares 
of Morgan Grenfell § Co. Limited and 
Morgan § Cie. Incorporated)............+. 22,025,018 
Loans and bills purchased. . Siew 327,634,577 
Accrued interest, accounts iesiiaati. ae 4,157,055 
Banking house. ‘xoe ae 3,000,000 
Liability of customers on anetene 
of credit and acceptances......cecsececeees 15,459,907 
$830,322 ,246 
LIABILITIES 
Deposits: U. S. Government..........00ee202 $$ 45,356,556 
eee re 642,915,874 
Official checks outstanding .....sseccccccscce __ 47,308,586 
$735, 35,581,016 
Accounts payable, reserve for taxes, etc....... 6,341,232 
Acceptances outstanding and letters of 
credit issued . Sis Gis xis re 15,507 ,087 
Capital—300, 000 shenen. ‘ au 30,000,000 
Surplus. . ee Oe eT Tort 30,000,000 
Undivided waite. isigddb wae ¥0sids vee ee 12,892,911 


United States Government securtttes carried at $58,566,676 in 
the above statement are pledged to qualify for fiduciary powers, to 
secure public monies as required by law. and or other purposes. 


Member Federal Reserve System 
Member Federal Deposit Insurance 
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1955-24, 8 the Internal Revenue Service 
considered the case of an employer 
member of the Retirement Fund of the 
Federal Home Loan System who desired 
to sever his connection with the System 
and fund his pension obligations to his 
employees under his own plan and trust. 
Under the by-laws of the System, upon 
discontinuance by an employer member, 
the contributions of both employer and 
employees must be distributed to em- 
ployee participants. Each employee par- 
ticipant involved signed a legally en- 
forceable agreement requiring him to 
deposit into the new trust (also quali- 
fied under Section 401(a)) all funds 
received from the System. 


The Service held that the distribution 
of funds is a transfer of funds from one 
exempt trust to another through the 
agency of the employees who realize no 
taxable income from the transaction. 
The deferment of taxation to the parti- 
cipants granted with respect to the em- 
ployer’s contributions and any earnings 
credited to the participants, it was ruled, 
will continue until such subsequent time 
as they may be distributed or made 
available to the distributee. 


This non-taxable transfer of funds 
from one trust to another is in sharp 
contrast to a typical unsuccessful attempt 
some ten years ago. In that case the 
taxpayer who had established a quali- 
fied plan under which the past service 
was funded through a trust and the fu- 
ture service through a group annuity 
contract, desired to terminate the group 
annuity contract and fund both past 
and future service through a wholly 
invested trust. The insurance company 
agreed that if all employees were will- 
ing to receive such value in complete 
satisfaction of the insurer’s liability 
under the group annuity contract, it 
would make payable to each participa- 
ting employee in a lump sum the then 
value of his annuity (after the usual 
surrender charge in such circumstances) . 
The plan provided that each employee 
could preserve the continuity of his cov- 
erage under the Plan by transferring to 
the trust the amounts he would receive 
from the insurer. Alternately, the em- 
ployee could retain the amount paid to 
him by the insurer in which case he 
would not be entitled to any annuity 
with respect to the years of service for 
which the pension was funded through 
the group annuity contract. 


It was held, in this case, that the 
amount received by each participating 
employee would constitute taxable in- 
come in the year of receipt to the ex- 
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tent such amount would exceed the 
employee’s contributions. Thus, the 
difference between a non-taxable trans- 
fer of funds and a taxable transfer 
could be merely in the form of the 
agreements executed by the employee 
participants and the time of the execu- 
tion. 


Another recent ruling, Revenue Rul- 
ing 55-423, I.R.B. 1955-26, 8, in dis- 
cussing whether an employee's interest 
in a qualified trust is made available 
to him within the purview of Section 
402(a) of the Code, held that where a 
substantial penalty exists in the case of 
such withdrawal, the mere fact that the 
employee could withdraw the funds does 
not make them available. If the employee 
who makes a withdrawal is required to 
discontinue his participation in the 
trust, such discontinuance would be 
considered the surrender of a valuable 
right, and as long as that remains a 
condition for withdrawal of his interest, 
such interest is not made available to 
the participant. 


Thus, in the unsuccessful attempt to 
achieve a non-taxable transfer of funds 
described above, if the employees who 
would have retained the amounts paid 
to them would lose the right to con- 
tinue participation in the plan, it would 
presumably have been a _ nontaxable 
transfer. This, then, is a second method 
by which a non-taxable transfer can be 
effected. 


Growth of Pension Plans 


HE RAPID GROWTH OF PRIVATE PEN- 
... plans has often been noted. 
However, it may be instructive to take 
an occasional look at the figures. To 
this end there is presented in the accom- 
panying table a tabulation of plans acted 
upon by the Internal Revenue Service. 





Zukoski Honored 


The versatility, outstanding capacity, 
and unique contribution to the welfare 
of a region made by a trustman was 
recently recognized when over 300 lead- 
ing citizens of the Birmingham area 
gathered to pay their respects to Charles 
F. Zukoski, senior vice president and 
trust officer of First National Bank of 
Birmingham, Ala. The occasion was a 
testimonial dinner given in honor of 
Mr. Zukoski on his retirement as the 
first and only Mayor of Mountain 
Brook, a leading suburb of Birmingham. 


Mayor Zukoski, while serving as head 
of one of the largest trust departments 
in the Southeastern States and also as 
a leader in many civic enterprises, has 
contributed his time and talents for 
more than thirteen years in making 
Mountain Brook a model in city gov- 
ernment. Among his many activities are 
these: he became the first president of 
the civic association of Mountain Brook 
before its incorporation; he has been 
an active supporter of the Birmingham 
Civic Symphony; he was a founder 
and active member of the Harvard 
Club of Birmingham; he is a member 
of the Jefferson County Advisory Com- 
mittee for Public Schools; he has been 
an officer of several hospital and health 
organizations; and he was selected 
Shades Valley’s “Best Citizen” for 1950. 
During Mr. Zukoski’s incumbency as 
mayor Mountain Brook was the first 
city in the state to adopt the council- 
manager form of government; produced 
an effective system of city planning, 
subdivision control and municipal de- 
velopment; and has improved sewers, 
streets, parks and playgrounds. 

A brochure setting forth — these 
achievements, and paying honor to Mr. 
and Mrs. Zukoski, has been placed in 


the public libraries of Jefferson County. 





PENSION PLANS* ACTED ON BY INTERNAL REVENUE SERVICE 


New Plans 


Terminations Net Approved Plans 


Aggregate Aggregate 

Period Number Total Number Total Increase Total 
ie Ve! 5,265 5,265 0 0 5,265 5,265 
Addl. to 4/30/45 1,477 6,742 0 0 1,477 6,742 
eaies 2,812 9,554. 49 49 2,763 9,505 
6/30/47 _...____.... 1,054. 10,608 160 209 894. 10,399 
6/30/48 - 1,134 11,742 219 484. 859 11,258 
6/30/49... 15123 12,865 227 711 896 12,154 
6/30750 2... 1,034 13,899 263 974 771 12,925 
6/30/51 _ 1,897 15,796 151 1,125 1,746 14,671 
| 2,493 18,289 146 L277 2,347 17,018 
Gfavyos 3,780 22,069 123 1,394 3,657 20,675 
6/30/54 4,395 26,464 191 1,585 4,204 24,879 


In the last half of 1954 the number of net approved plans in effect increased 
from 24,879 to 26,573. 
*Figures of the Revenue Service include profit-sharing and stock-bonus plans 
as well as pension plans; probably to the extent of about 30% of the total. 
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REGULATIONS 
(Continued from page 566) 

that if the minor dies under 21, the 
principal shall be distributed to his 
estate or as he may appoint. Is it suffh- 
cient to provide that the principal shall 
go to his estate, without giving him a 
power of appointment? I think the an- 
swer is Yes, but I hope the regulations 
say so. 


The Commissioner recently ruled, on 
the doubtful authority of Nashville 
Trust Co., Memo. T. C. 43,485, that the 
$3,000 exclusion is not available to a 
gift of a life insurance policy if at the 
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time of the gift the policy had no cash 
surrender value. This would mean that 
a gift tax return would have to be filed 
reporting every gift of an insurance 
policy during the first year or two after 
issue, even though the replacement 
value was only a few dollars—an intol- 
erable nuisance. The rulings are as yet 
unpublished, and it will be interesting 
to see if the Commissioner reaffirms or 
abandons this position in the regula- 
tions. * 


Taxing Income to Co-Trustee 


One of the most ambiguous of the 
new provisions on trusts is Section 678. 
It provides that the income of a trust 
shall be taxed to a person who is not 
the grantor if he has “a power exercis- 
able solely by himself to vest the in- 
come in himself”; but the section then 
goes on to say that it shall not apply 
to “a power which enables such person, 
in the capacity of trustee or co-trustee, 
merely to apply the income of the trust 
to the support or maintenance of a 
person whom the holder of the power 
is obligated to support or maintain, 
except to the extent that such income 
is so applied.” 


This seems to say that to the extent 
the incdme is so used by a co-trustee, 
it will be taxed to him; but how can 
one reconcile this with the previous re- 
quirement of a power “exercisable sole- 
ly by himself?” And what becomes of 
the familiar “grandfather trust?” Under 
the 1939 Code a grandparent could 


*The Commissioner has since changed his rul- 
ing. Rev. Rul. 55-408, June 27, 1955. 









give property to his son in trust to use 


the income to support the son’s children, | 


The income of the trust would not be 
taxable to the son, notwithstanding it 
relieved him of the obligation of sup. 
port, but to the grandchildren, whose 


exemptions would probably make the| 


income tax-free. Can the mandatory 


duty to use the income for the supportf) 
of the grandchildren be said under Sec. | 
tion 678 to be a “power” to use it for} 
that purpose? Regulations are urgently} 


needed to overcome the poor draftsman: 
ship of this section. 


The proposed regulation has been 
published on Section 303, dealing with 
redemptions of stock to pay death taxes 
and administration expenses. The sub- 
committee of the American Bar Associa- 
tion Section of Taxation dealing with 
corporate redemptions is, fortunately, 
headed by William Kumler of Los An- 
geles. He has requested that the pro- 
posed regulations make it clear that re- 
demptions of stock held by a decedent 
and his spouse as community property, 
for the purpose of paying death taxes, 
do not result in taxable dividends to 
the surviving spouse. The final regula- 
tion, when issued, may state the Com- 
missioner’s -views on this important 
question. 


A A A 


e Restoration of the premium payment 
test for estate taxation of life insurance 
proceeds is not being considered this 
year, according to unofficial word from 
the Treasury. 





Estate settlement problems 


Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 
Estate Creditors 


Call on New England’s oldest trust company for competent, 
cooperative assistance with any fiduciary matter. 


oe Ssland 
Hospitat Trust CompANYy 


HEAD OFFICE I5 WESTMINSTER ST., PROVIDENCE I, R. I. 
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Electronics and Fees for 
Trust Operations 


There is no more need to know all 
about electronic machines in order to 
use them than there is to be able to take 
an automobile apart and put it together 
again in order to drive one, William F. 
McGonagle, trust operations officer of 
Second Bank-State Street Trust Co. of 
Boston said in speaking on the trust 
panel at the Massachusetts Bankers As- 
sociation’s 50th Anniversary last month. 
Electronic machines calculate at tre- 
mendous speeds — for example, 2300 
comparisons of eleven digits in one sec- 
ond — and therefore can carry out the 
arithmetic and logical operations re- 
quired by a trust department with 
phenomenal rapidity. 


General purpose equipment makes for 
greater flexibility in the department than 
special purpose machines, he said, and 
are capable of storing information, se- 
lecting, sorting, merging, summarizing, 


‘computing and comparing information. 


Under the card system the cards had to 


taxes, he moved by hand from one machine to 


ds tof 


another, but with the newer electronic 
equipment the original data goes into 
the machine and “what we want” comes 
out. Trust operations, in the opinion of 
the speaker, are going to move from the 
electro-mechanical area into the elec- 
tronic-mechanical area. 





Trust fees for professional fiduciaries 
in the Greater Boston area have been 
changed during the last year from the 
1953 basis of $2 per thousand on prin- 
cipal and 4% of collected income to $3 
per thousand and 5% of income, re- 


ported Howland S. Warren, associate 
counsel of Old Colony Trust Co., Boston. 
This works out to a 40% increase, justi- 
fied by the fact that in the eight years 
since 1946 personnel costs have gone 
up 70%. When the market increase of 
the principal amount of trusts is taken 
into consideration, the new fee schedule 
roughly balances the increase in costs. 
The administrative council of the Pro- 
bate Judges of the Commonwealth has 
expressed the opinion that the new fees 
are “reasonable,” though they reserved 
the right to question the application of 
the charges in any particular case. Cus- 
tomers and beneficiaries received infor- 
mation regarding the changes, but were 
not asked if they approved. The practice 
with those who objected strongly was to 
offer to make the increase on an escala- 
tor basis over a period of three years. 


Accounts in the common trust fund 
basically have not involved changes. Of 
the others 91% have been processed and 
only 7% of these were not changed. 
Most of those not changed were so small 
that the bank felt it wouldn’t be worth 
while to undertake the negotiation. Peo- 
ple who withdrew accounts as a result 
of the new fee schedule took from the 
bank compensation amounting to 114% 
of the increase in compensation from the 
other accounts. 


A AA 


DRAFTING CONTEST WINNERS NAMED 


Award winners in the Second Legal 
Instrument Draftsmanship Contest spon- 
sored by The Marine Trust Company of 
Western New York, in collaboration with 
the Law School of the University of 
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FIRST 


nanan BANK 
ATLANTA 


Specialist on 
Georgia 


If any of your customers are 
moving to Georgia, they will 
profit by conferring with The 
Man With a Plan at First 
National. He specializes in 
handling the estate problems 
of people referred to First 
National by our friends in Trust 
Departments throughout the U.S. 


A helpful booklet on estate 
planning is available for 
Georgia-bound customers of 
yours. Send for a free copy. 


The Atlanta Bank 
Serving the Southeast 


Buffalo were honored at a luncheon in 
Hotel Statler in Buffalo on June 23. In 
attendance were family members, offi- 
cers of the bank and representatives of 
the Bar Association of Erie County. 


This year’s contest called for the draft- 
ing of an instrument to provide for 
“Gifts in Trust for Minors.” Ten stu- 
dents papers qualified for final judgment 
by three members of the Erie County Bar 
Association, appointed for this purpose. 


Winners of cash" awards which were 
presented by “Marine’s” President 
Charles H. Diefendorf were: Irving D. 
Brott, Jr. $100; John J. Cooney $75; 
Jules H. Gordon $50 and James R. Walsh 
$25. The remaining six students received 
certificates of Honorable Mention. 

















First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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CALIFORNIA 


James I. Crampton named trust in- 
vestment officer in charge of invest- 
ment portfolios for the trust depart- 


Riverside 
CITIZENS NATIONAL 
Trust & SAVINGS 


BANK ment. 
CONNECTICUT 
Bristol * Clifford W. Fulton appointed asst. 
BRISTOL BANK & trust officer and assistant secretary 
TRUST Co. succeeding Gilbert C. Turner, who be- 


came trust officer of MIAMI BEACH 
First NATIONAL BANK, Florida. 


Hartford Assistant secretaries named are James 
CONNECTICUT BANK F. English, Jr. and Raymond J. Mona- 
& TRUST Co. han. English is in the investment di- 
vision of the trust department, while 

Monahan is in trust accounting. 


Waterbury Donald B. Moore elected trust in- 
COLONIAL vestment officer, and Carl O. Dunbar, 
Trust Co. Jr., trust officer. 

DISTRICT OF COLUMBIA 
Washington Lavinia C. Gray promoted to asst. 


AMERICAN SECUR- 
ITY & Trust Co. 


trust investment officer and assistant 
secretary. 


FLORIDA 


Miami Beach See Bristol, Conn. 


ILLINOIS 


John R. Golden named trust counsel. 
A graduate of John Marshall Law 
School, Golden joined Harris Trust in 
1942 after many years of private law 
practice in Chicago. He has contributed numerous articles to 
TRUSTS AND EstTATES and legal journals. 


Chicago 
Harris TRUST & 
SAVINGS BANK 


Chicago Edmund D. Januchowski elected an 
LA SALLE NATL. asst. trust officer in the personal trust 
BANK administration division. He is cur- 


rently studying for a Doctor of Laws 
degree at DePaul U. 
Chicago 
MERCANTILE 
NATIONAL BANK 


Peter F. Kaufman advanced to trust 
officer. 


Chicago 
PULLMAN TRUST & 
SAVINGS BANK 


Edward P. Gannon promoted to trust 
officer and asst. vice president. A past 
president of the Cook County Cor- 
porate Fiduciary Association, Gannon 
holds a law degree from Kent College. 


Evanston Gilbert A. Smith, vice president and 
STATE BANK & trust officer, assumed charge of the 
Trust Co. trust department on July first, suc- 


ceeding Raymond J. Darby who re- 
tired under the bank retirement plan. 





Jack W. SHANE 
Wichita 


JOHN R. GOLDEN 
Chicago 


HarrY A. FUNKE 
Wichita 
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TRUST PERSONNEL CHANGES 





INDIANA 





South Bend Walter A. Wrase, formerly asst. trust 
St. JOSEPH BANK officer, promoted to asst. vice president 
& TRustT Co. in the commercial loan department, 


Robert J. Heston, assistant cashier, as. 
signed to the trust department. 


KANSAS 


Jack W. Shane and Harry A. Funke 
named trust officers. Funke, general 
vice president, heads the bank’s in- 
vestment division; Shane succeeds the 
late E. G. Princehouse in management of the Trust Depart- 
ment, He is president of the K.B.A. Trust Division. 


MARYLAND 


Baltimore D. Luke Hopkins appointed chairman 
FIDELITY-BALTIMORE of the finance committee, and member 
NATIONAL BANK & of the executive and trust committees, 
TRustT Co. to supervise investment portfolio. Hop- 

kins formerly was executive vice president of MERCANTILE- 

SAFE DEposiT & TRusT Co. 


Wichita 
FourRtTH 
NATIONAL BANK 


Baltimore E. Catherine Luken made trust officer; 
UNION Floyd W. Bousman, Howard E. Insley 
TRusT Co. and Luther J. Wolf named asst. trust 

officer. 
MASSACHUSETTS 

Boston Lloyd J. Canfield elected asst. trust 
NEW ENGLAND officer and continues as_ securities 
TRUST Co. trader of the trust department. 

MINNESOTA 

St. Paul Jean R. Johnson, former asst. trust 

AMERICAN officer of First NATIONAL BANK & 


NATIONAL BANK Trust Co., Tulsa, Oklahoma, named 
trust officer to succeed the late Clar- 
ence A. Maley. Richard D. Powers advanced to asst. trust 
officer. Johnson is a graduate of the Missouri School of Mines 
and U. of Oklahoma Law School; Powers received his LL.B. 


degree from the St. Paul College of Law. 


MISSOURI 

Lloyd M. Faust elected asst. trust of- 
ficer, specializing in estate planning. 
Prior to coming with Commerce Trust 
he was for five years an associate 
professor of finance at the U. of Kansas, and also taught at 
the U. of Oregon. He holds a B.S. degree in Economics at 
Oregon, an M.B.A. degree from the Graduate School of 
Business at Stanford U., and an LL.B. from the U. of 
Kansas. 


Kansas City 
COMMERCE 
TRUST Co. 


NEW YORK 


M. M. Simonson became president suc- 
ceeding the late George H. Jackson; 
Henry G. Steinberg promoted to cash- 
ier and trust officer. 


Lynbrook 
LYNBROOK NATL. 
BANK & Trust Co. 
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New Trust Department quarters at Irwin Union Bank & Trust Co., 
Columbus, Ind. 








New and enlarged Trust Department quarters of Palmer First 
National Bank & Trust Co., Sarasota, Fla. 





New York 
MARINE MIDLAND 


Joseph H. Scarlett elected an assistant 
secretary in the trust department. 


TrusT Co. 
OHIO 

Cleveland Lewis J. Qualman advanced to trust 
NATIONAL officer. He is a graduate of Fenn Col- 
City BANK lege and Cleveland Marshall Law 

School. 

Toledo Howard Wilson, for the past 25 years 

NATIONAL in invesmtent banking business in New 


BANK OF TOLEDO York City, elected a vice president in 
charge of a newly established invest- 
ment department, in which supervision of bank, pension fund 
and trust department investments will be combined. Wilson 
holds a Master’s Degree in Economics from Brown U. 


OKLAHOMA 


Louis F. Danforth joined the bank as 
asst. vice president, and Robert D. 
Blinn as asst. trust officer. Danforth 
will handle investments of the bank, 
having been formerly with the Guaranty Trust Co. in New 
York serving in an advisory trust investment capacity. Blinn 
was assistant finance officer for the VA’s regional office. 


Oklahoma City 
LIBERTY NATIONAL 
BANK & TRUST Co. 


Tulsa See St. Paul, Minn. 
PENNSYLVANIA 
Philadelphia Robert U. Frey, assistant vice presi- 


PENNSYLVANIA Co. dent, retired after 48 years of ser- 
FOR BANKING & vice. Secretary of the Trust Division 
TRUSTS of the Pennsylvania Bankers Associa- 

tion, Frey served as secretary-treasurer of the Corporate 

Fiduciaries Association since its formation. 

Philadelphia 
TRADESMENS BANK 


William T. Schramm, Jr., appointed 
asst. trust officer. 
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& Trust Co. 

Pittsburgh Mrs. Edith M. Martin advanced from 
FIDELITY trust officer to asst. vice president in 
TRuUsT Co. the estate planning department. Henry 


C. Flood, Jr., Walter A. Kunkle and 
T, Livingston Rodgers elected trust officers. 


_ Providence 


William H. Foltz advanced from trust 
officer to vice president and trust offi- 
cer; Charles E. Bloom, vice president 
and cashier, promoted to vice presi- 


Sunbury 
FIRST 
NATIONAL BANK 


dent and trust officer. 


RHODE ISLAND 


Ernest L. Anderson retired as vice 
president, after 42 years of service. 
Nearly 40 years ago he devised and 
installed the system for safe deposit 
vault access and identification of customers which is still in 
use today. In the 1920’s, Mr. Anderson became interested in 
the development of trust business and was sent out as the 
bank’s first contact man in that field. In 1944 he was elected 
a trust officer, and a vice president in 1952. 


TENNESSEE 
R. McEwen Parker elected vice presi- 
dent in the trust department. 


RHODE ISLAND 
HOSPITAL TRUST Co. 


Chattanooga 
HAMILTON 
NATIONAL BANK 


TEXAS 


James P. Becker and Hollis H. Bowen 
elected asst. trust officers. Becker be- 
gan work with the bank in 1940, and 
Bowen in 1935. 


VERMONT 


Fort Worth 
ForT WORTH 
NATIONAL BANK 


Burlington Charles E. Gear named asst. trust of- 
FARMERS ficer. A graduate of Boston U. Law 
TRUST Co. School, Gear is secretary of the Ver- 

mont Estate Planning Council. 
VIRGINIA 

Charlottesville J. Robert Neal, Jr., will join the bank 
NATIONAL BANK September 1 as trust officer. Neal is a 
& TRUST Co. graduate of U. of Virginia Law 

School. 
CANADA 

Toronto John A. McDougald became president 

CROWN succeeding the late Irving P. Rexford. 


TrRusT Co. 

















BANK MERGERS 


Hartford, Middletown & Norwich, Conn. 
—UNcAS-MERCHANTS NATIONAL BANK 
‘f Norwich has been absorbed by Hart- 
ORD NATIONAL BANK & TRUST Co. MiIp- 
WETOWN NATIONAL BANK and CENTRAL 
NationaL BANK & Trust Co. of Middle- 
‘own will also merge with the Hartford 
National under the latter’s name, subject 
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to stockholders’ approval, to be effective 
about November first. 


Louisville, Ky. — LIBERTY NATIONAL 
BANK & TRusT Co. acquired the UNITED 
STATES TRUST Co. Albert B. Comstock, 
president of United States Trust, will be- 
come a senior vice president and a direc- 
tor; Miss.Ruth K. Donnelly will be an 
asst. trust officer of the enlarged bank. 


Detroit, Mich.—DETROIT TRUST Co. and 
WABEEK STATE BANK directors approved 
the plan to merge under the name of 
DETROIT WABEEK BANK & TRUST Co., 
subject to shareholders’ approval on July 
26. George B. Judson will be chairman 
of the board; Selden B. Daume, presi- 
dent; William J. Thomas, executive vice 
president of the trust division; and C. J. 
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Huddleston, executive vice president of 
the banking division. 


White Plains & Yonkers, N. Y.—Under 
the name and charter of CoUNTy TRUST 
Co., merger of CENTRAL NATIONAL BANK 
of Yonkers into that bank became effec- 
tive on June 30. Gerald S. Couzens, for- 
mer president of the Yonkers bank, is 
now a director and chairman of the ex- 
excutive committee. All other personnel 
of Central are retained. 

Philadelphia, Pa.—Giving Philadelphia 
for the first time a bank with resources 
more than a billion dollars, stockholders 
of THE PENNSYLVANIA COMPANY FOR 
BANKING AND TRUSTS and the First 
NATIONAL BANK OF PHILADELPHIA will 
meet September 19 to vote on merger. 
The new bank will be known as the FIRST 
PENNSYLVANIA BANKING & TRUST CoO. 
Chairman of the Board will be William 
L. Day, president of The Pennsylvania 
Co., and president will be William F. 
Kelly, now executive vice president of 
The Pennsylvania Co. William B. Walker, 
now president of First National, will be 
executive vice president of the new bank, 
which will be the largest on the eastern 
seaboard south of New York City. Com- 
bined trust department assets will ap- 
proach $2 billion. 


A AA 


Fiduciaries Elect 


Corporate Fiduciaries Association, St. 
Louis: 


President: Hugh Hauck, vice president, 
Boatmen’s National Bank 


1st V.P.: F. Leland Carpenter, trust 
officer, Mercantile Trust Co. 


2nd V.P.: Carl L. A. Beckers, asst. 
vice president, St. Louis Union Trust Co. 


Secretary: Waldemar B. Due, asst. 
trust officer, Security National Bank Sav- 
ings & Trust Co. 


Treasurer: John C. Flotte, vice presi- 
dent and trust officer, Bremen Bank & 
Trust Co. 


Fiduciaries Association of South Central 
New York: 


President: Paul W. Morse, vice presi- 
dent, trust officer and secretary, Chemung 
Canal Trust Co. 


Sec.-Treas.: Joseph Kopko, asst. vice 
president and asst. trust officer, Marine 
Midland Trust Co. of Southern New 
York, Elmira 


Cincinnati Corporate Fduciaries Associa- 
tion: 
President: Glenn A. Biggs, senior trust 
officer, Fifth Third Union Trust Co. 


Vice Pres.: Harold F. Funk, asst. cash- 
ier and trust officer, Norwood-Hyde Park 
Bank & Trust Co. 


Sec.-Treas.: E. Vance Clark, trust offi- 
cer, Central Trust Co. 
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Calendar of 1955 Meetings and Schools 


Alabama Bank Study Conference 
U. of Alabama 
July 31-Aug. 3; Auburn 


American Bankers Association 
Annual Convention 
Sept. 25-28; Chicago 


Western Regional Trust Conference 
Oct. 138-14; San Francisco 


Mid-Continent Trust Conference 
Nov. 3-4; Houston 


American Bar Association 
Probate & Trust Law Div. 
Aug. 22-24; Philadelphia 


Central States Conference School of 
Banking, U. of Wisconsin 
Aug. 22-Sept. 3; Madison 


Colorado School of Banking 
U. of Colorado 
Aug. 7-19; Boulder 


Financial Public Relations Association 
Nov. 14-18; Hollywood Beach, Fla. 


Illinois Bankers Association 
Trust Development School 
August 7-26; Northwestern U. 


Investment Bankers Association 
Nov. 27-Dec. 2; Hollywood, Fla. 


National Association of Bank Auditors & 
Comptrollers 
Oct. 9-15; Denver 





School for Bank Auditors and Comp. 
trollers, U. of Wisconsin 








July 24-Aug. 6; Madison N 
National Assn. of Bank Women 
Oct. 18-16; Phoenix le 
National Assn. of Supervisors vf State of 
Banks of 
Sept. 22-24; Chicago ex 
New Jersey Bankers Assn. br 
Trust Banking Conference sti 
Nov. 16-17; Asbury Park m 


New York Trust Conference 
Oct. 20-21; Albany 
Pacific Coast School of Banking 
U. of Washington 
Aug. 22-Sept. 2; Seattle 
Pennsylvania Bankers Assn. 
Trust School, Oct. 20-21; Harrisburg 
School of Financial Public Relations 
July 24-Aug. 6; Chicago 
Texas Bankers Assn. Trust Conference 
Nov. 3-4; Houston 
Vermont-New Hampshire School of 
Banking 
U. of New Hampshire 
Sept. 6-9; Durham, N. H. ‘ 
Virginia Bankers School 





U. of Virginia Fi 
Aug. 25-26; Charlottesville ac 
Wisconsin School of Banking t 
Aug. 22-Sept. 3; Madison th 





Trust Division, Oklahoma Bankers Asso- 
ciation: 
President: Charles B. Stuart, vice 
president and trust officer, Fidelity Na- 
tional Bank & Trust Co., Oklahoma City 


1st V.P.: Kenneth L. Meyer, Jr., asst. 
trust officer, First National Bank, Mus- 
kogee 


2nd V.P.: Mac D. Wallace, vice presi- 
dent and trust officer, First National 
Bank, Bartlesville 


Treasurer: Waldemar F. Pralle, asst. 
cashier and asst. trust officer, City Na- 
tional Bank & Trust Co., Oklahoma City 


Historian: Melvin A. McGlasson, trust 
officer, First National Bank & Trust Co., 
Oklahoma City 


A A A 
IN MEMORIAM 


JOHN R. ALLEN, trust officer, FIRST 
Trust & SAVINGS BANK of Zanesville, 
Ohio. 


AuriE I. JOHNSON, vice president in 
charge of the trust department of First 
Trust & Deposit Co., Syracuse, New 
York, chairman of the Committee on 
Costs and Charges, Trust Division, 
American Bankers Association, and for- 
mer chairman, Trust Division, New York 
State Bankers Association. 

CLARENCE A. MALEY, vice president 


and trust officer, AMERICAN NATIONAL 
BANK of St. Paul, Minn. 


BENJAMIN S. WooDWorRTH, assistant 
cashier and advertising executive of § th 
First NATIONAL BANK of Minneapolis. 0; 
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Address correspondence to Trusts st 
and Estates, 50 E. 42nd St., New of 
York 17, attention Employment Ex- la’ 
change, with code number. er 


Trust administrator, 31, with experi- 
ence in new business and will review 
and four years as bank attorney, seeks 
broader opportunity. 57-1 












Senior industrial security analyst 
seeks connection with investment depart- 
ment of bank or trust company in New 
York area. Has extensive field experi- 
ence and wide acquaintance with indus- 
trial management. 56-3 








Trustman, 42, with over 25 years ex- 
perience in one trust institution, princi- 
pally in trust remittance and court ac- 
counting divisions, and admitted to New 
York Bar, seeks. broader opportunity. 
56-4 

Trust officer with 25 years experience, 
specializing in taxes, estate planning and 
new business, seeks new connection 
without geographical limitation. 56-5 
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STATES 


ON THE PUBLICITY FRONT 


Newspaper Advertising 


“The Spaniards left your family a 
legacy ... are you taking full advantage 
of it?” inquires a recent advertisement 
of First Trust Co. of St. Paul. The text 
explains how the marital deduction laws 
brought the English-law background 
states even with the Spanish-law com- 
munity property states, pointing out 





& q 

that a resident of Minnesota who leaves 
a surviving wife can arrange his estate 
so that only one half will be subject to 
Federal estate taxes on his death. The 
ad offers a booklet. and points out that 
“trusts prepared by your attorney are 
the usual medium for effecting these 
tax savings.” 


“Our Common Trust Fund announces 
the completion of its Second Year of 
Operation,” stated a recent ad of 
Peoples National Bank, Charlottesville, 
Va. The ad says that the Fund provides 
“investment diversification for moder- 
ate or smaller trusts,” explains how this 
works, and makes clear to the reader 
that “Participation in this Fund is re- 
stricted by the provisions of regulations 
of the Federal Reserve Board and legis- 
lation of the State of Virginia to mod- 
erate sized trusts administered in a fi- 
duciary capacity by our Trust Depart- 
ment.” 

“More than 100,000 customers have 
appointed Lloyds Bank as their Execu- 
tor,” announces a recent ad of Lloyds 
Bank, England. The words are without 
further comment, printed in heavy type 
and spaced out to fill most of a 10” x 
344” area. A booklet on executor ser- 
vice is offered. 


“It’s no fun to see an investor slip 
up!” With this comment, illustrated by 
an appropriate cartoon, Plainfield (N.J.) 
Trust Co. explains that “In these turbu- 
lent days it’s so easy for a man or 
Woman to overlook certain investment 
matters and risk financial loss as a 
result. Disregard of stock-buying rights, 
delays in clipping coupons, and failure 
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to take action when bonds are called 
or matured have proven costly to many 
investors.” This is one reason, the ad 
says, that their Custodian Account Ser- 
vice is becoming more popular. 


“Have You learned this lesson?” asks 
an ad from Fidelity-Baltimore National 
Bank & Trust Co. The “lesson” proves 
to be that many people leave wills that 
fail to meet legal requirements, that 
families learn how important an attor- 
ney can be—but often learn it too late. 
“Frequently there is a loss of time and 
family harmony as well as money.” 


“You may need a NEW will” advises 
an ad from Commerce Union Bank, 
Nashville. The reader is informed of 
some factors that make a will out of 
date and is warned that an old will 
“may cause hardship for your family.” 
On the constructive side, he is told that 
“Your lawyer’s fee for writing a mod- 
ern, complete will is a small price to 
pay for confidence that your property 
will provide maximum benefit for your 
family.” Copies of the ad were sent to 
attorneys with assurance that the bank 
makes it a point never to “disturb the 
relationship between attorney and cli- 
ent” and the expressed “hope that our 
current newspaper advertisement will 
stimulate thinking about wills and help 
to broaden our field for cooperative 
service to heads of families.” 


“Bright future for banking” entitles 
a June advertisement from the Chase 
Manhattan Bank, New York, which fea- 
tures a color reproduction of a Norman 
Rockwell painting of graduating seniors. 
“Thousands of graduates look forward 
to a career. Here’s the story of bankers 
—what they work for, what they are 
like.” In a few short paragraphs the 
ad summarizes the basic interests and 
needed qualities of bankers, and con- 
cludes with the statement that the bank 
“presents this message in the interest 
of a wider understanding of the bank- 
er’s place in our national life.” 


“Your underwriter links the end and 
the means,” advises a recent ad of First 
National Bank, Akron. Pointing out that 
one of life’s tragedies is that the end 
and the means cannot always be brought 
together, the text states that in this 
case “The end in the mind of every 
responsible person is the future com- 
fort and security of those who depend 
on him—or her. Your life underwriter 
can show you the means to that end. 


He can help you achieve it.” The 
thought is illustrated by an artist’s 
conception of the underwriter holding 
together the home and the money needed 
for its maintenance. 


Forums 


A unique method of forum follow-up 
has been developed at Colonial Trust 
Co., Waterbury, Conn. It grew out of 
the 1954 women’s finance forum at 
which 400 women on successive weeks 
heard Dr. Arnold Wolfers, Yale Pro- 
fessor of International Relations, speak 
on “French Crisis and Western De- 
fense,” John P. Case, Boston economist, 
on “What Lies Ahead for the Investor,” 
and William H. Edwards, Providence 
attorney, on “Every Woman Should 
Know . . .”. The women were given 
opportunity to sign up for three “cap- 
sule” forums to be held at the bank at 
which trust department officers would 
undertake to bring out in more detail 
the subject of Estate Planning as out- 
lined by Mr. Edwards. There were 60 
registrations and an average attendance 
of 23. Attractive secretaries served as 
hostesses, each guest received a corsage, 
and midway in the program a caterer 
served tea and crumpets. 


The formal program consisted of the 
analysis of the estates of Mr. and Mrs. 
Pentagon. Mimeographed balance sheets 
were distributed, and different officers, 
in about seven minutes each, dealt with 
estate planning, estate administration, 
investments, and jointly owned prop- 
erty. After refreshments there was a 
question period of thirty to sixty min- 
utes, which in every case had to be cut 
short by the presiding officer. Later a 
similar “capsule” program was conduct- 
ed for Directors’ and Advisory Com- 





YOUR UNDERWRITER 





Onz of life's tragedies is that the END and the MEANS can- 
not always be brought, together. 
The END in the mind of every responsible person is the fu- 


ture comfort and security of those who depend on him—or 
her. 


Your life underwriter can show you the MEANS to that 
END. He can help you achieve it. 


Our Trust Department knows the importance of life insur- 
ance in an estate plan. Have you enough? 


FIRST NATIONAL BANK 


Barberton Akron Cuyahoga Falls 
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mittee wives. Direct responses, com- 
ments and letters of thanks from these 
small forums have encouraged the bank 
to plan a similar series for next fall. 
This time efforts will be directed to- 
ward groups of businessmen, as well as 
ladies. 


In much the same manner Colonial 
Trust conducted two dinner meetings 
for 30 doctors and dentists. At the first 
meeting four trust department officers 
did an estate planning job on Dr. and 
Mrs. Digitalis. The second meeting con- 
centrated on investments, with a lot of 
prescription blanks being filled with 
other than medicinal formulae. The re- 
action was most gratifying. 


Commencing in April, a series of six 
informal dinners for attorneys in the 
smaller towns of San Diego County 
was conducted by Security Trust & 
Savings Bank of San Diego. Vice presi- 
dent and trust officer K. S. Walker acted 
as toastmaster, introducing the assist- 
ant trust officers, each of whom de- 
scribed his particular function. This 
was followed by a question period, and 
the whole program was so well received 
that the same communities have asked 
for a repeat performance each year. 
Prior to the meetings the attorneys 
throughout the county were placed on 
a revised mailing list. Literature sent 
out by the bank met with an excellent 
response. 


Displays 


During its 50th anniversary celebra- 
tion, United States National Bank, Den- 
ver, set up a lobby display contrasting 
the outmoded methods of 1904 with 


e 


610 


modern methods employing the latest 
machines. Old and new typewriters and 
adding machines were exhibited and 
an IBM proof machine was shown in 
operation. A large panel depicted the 
old-time days on one side and on the 
reverse side plans, photographs, and 
samples of materials to be used in the 
new banking quarters. Among the 
monthly exhibits used by U. S. National 
was “A Tribute to the American Law- 
yer.” This was presented in April and 
the Denver Bar Association was invited 
to a breakfast preview which was at- 
tended by 220 lawyers of whom 16 
were judges. 

When the funerary ship of Pharoah 
Cheops was prominent in the news, 
The Hanover Bank, New York, seized 
upon it as the theme for a display in 
the window of its Rockefeller Center 
office. From published descriptions and 
sketches a model was made accompan- 
ied by a poster reading “Pharaoh 
Cheops’ solar boat may have failed as 
the conveyance for which it was de- 
signed. An old Will also may fail to 
convey your property as you intend. 
Inquire about Hanover’s Will Review 
Service today.” Displays used in the 
Rockefeller Center window for one 
month are thereafter available for win- 
dows of other offices if the subject is 
still timely, or if it comes back into 
the news later. 


Booklets 


In its new booklet, “80 Years of 
Service,” First National Bank, Colorado 
Springs, publicizes the good points of 
its community by picture and text. Well 
illustrated, and of convenient 8” x 514” 





50th Anniversary lobby display at United States National Bank, Denver, which featured the 
contrast between old and new methods and machines. 








size, it summarizes all the various as- 
pects of community life which might 
interest the visitor or the new citizen. 


The latest issue of the Journal of 
Union & New Haven Trust Co. is extra 
large and presents a what’s what and 
who’s who of the many current plans 
for the industrial and social improve- 
ment of the city of New Haven. Its 
publication helps to clarify the issues, 
indicate the possible avenues of im- 
provement, and gain support for worth 
while community objectives. 


“The Evolution of a Bank,” prepared 
by Marian E. Catlin and published by 
First Seneca Bank & Trust Co., Oil 
City, Pa., does a remarkable job of 
tracing the unity and character of an 
institution through its various mergers 
and under its successive leaders. It sup- 
ports the claim of being “the story of 
an unusual bank” with the statement 
that “when one of two banks in a town 
of 1,600 population has more than 5,000 
customers and over $10,000,000 in de- 
posits, it is truly unique.” It stresses 
area banking and the theme that “strong 
banks make your community a _ better 
place to live.” In the thirties one loan 
customer, asked for additional collat- 
eral, bellowed, “Now look here, Fred 
Fair, you’ve got everything I own but 
an old bull out on the farm. Do you 
want me to tie it up here in the lobby?” 
Despite this story—or perhaps partly 
because of it, the booklet presents a 
convincing picture of sound manage- 
ment, imaginative leadership, and con- 
sideration of the individual customer. 


? 


“What a difference a word makes!’ 
exclaims a recent issue of the Bulletin 
published by Canada Trust Co., Lon- 
don, Ont. A will is cited in which a 
testatrix directed that the residue of her 
estate (amounting to some $600,000) 
should be used for “charitable, religi- 
ous, educational or philanthropic pur- 
poses.” Exceptions to the general legal 
rule that a testator must specify exact 
intentions have been made where the 
gift was for unspecified charities ex- 
clusively. In this case the gift was in- 
validated, however, chiefly because of 
the inclusion of the word “philanthro- 
pic.” The importance of actual word- 
ing may be gauged by the fact that 
the court had to consider lengthy argu- 
ments on. the difference in meaning be- 
tween “charitable and philanthropic 
purposes” and “charitable or philan- 
thropic purposes.” “Many a_ pitfall 
awaits the individual who will not take 
time out to plan his Will with able 
legal assistance,” the Bulletin comments. 
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DIRECTORS 
BARNEY BALABAN 


President, Paramount 
Pictures Corporation 


EDWIN J. BEINECKE 


Chairman, The Sperry and 
Hutchinson Co. 


CLINTON R. BLACK, JR. 
President, C. R. Black, Jr. Corporation 


ALVIN G. BRUSH ee 


Chairman, American Home 
Products Corporation 


LOU R. CRANDALL 
President, George A. Fuller Company 


CHARLES A. DANA 
Chairman, Dana Corporation 


HORACE C. FLANIGAN 
President 


JOHN M. FRANKLIN 


President, United States 
Lines Company 


JOHN GEMMELL, JR. 
Clyde Estates 


PAOLINO GERLI 
President, Gerli & Co., Inc. 


JOHN L. JOHNSTON 
Director, Phillips Petroleum Company 


OSWALD L. JOHNSTON 
Simpson Thacher & Bartlett 


KENNETH F. MacLELLAN 


President, United Biscuit Company 
of America 


JOHN T. MADDEN 


President, Emigrant Industrial 
Savings Bank 


JOHN P. MAGUIRE 


President, John P. Maguire & 
Co., Inc. 


GEORGE V. McLAUGHLIN 


Vice Chairman 
Triborough Bridge and Tunnel Authority 


CHESLEY R. PALMER 
Director, Cluett Peabody & Co., Inc. 


GEORGE J. PATTERSON 


President, Scranton & Lehigh 
Coal Co. 


WILLIAM G. RABE 
Chairman, Trust Committee 


HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
Chairman, The Home Insurance Company 


L. A. VAN BOMEL 


Chairman, National Dairy 
Products Corporation 


HENRY C. VON ELM 
Honorary Chairman 


GEORGE G. WALKER 


President 
Electric Bond and Share Co. 





MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition 


June 30, 1955 





RESOURCES 


Cash and Due from Banks . . . $ 785,157.759.03 
U. S. Government Securities . . 823,837,654.79 
U. S. Government Insured F. H. A. 

Mortgages .... de 71,971,687.78 
State, Municipal and Public heenebihes 173,430,982.83 
Stock of Federal Reserve Bank . . 4,511,700.00 
Other Securities . . 37,115,148.89 


Loans, Bills Purchased a" Reload 
«5 ke 919,756,686.34 





ES a ES Ge ere 27,592,925.09 
Banking Houses . . .... . 17,944,115.22 
Customers’ Liability for Acceptances 20,148,421.44 
Accrued Interest and Other Resources 9,378,718.87 
$2,890,845,800.28 

LIABILITIES 


Capital (2,519,500 
shares—$20. par) $ 50,390,000.00 
Surplus . . . .  100,000,000.00 
Undivided Profits . 43,301,846.10 $ 193,751.846.10 


Reserves for Taxes, 








Unearned Discount, Interest, etc. . 21,007,287.93 
Dividend Payable July 15,1955. . 2,015,600.00 
Outstanding Acceptances . .. . 20,435,670.81 
Liability as Endorser on Acceptances 

and Foreign Bills. . . .. . 21,456,052.61 
Other Liabilities . . . . ... 1,629,699.65 
Deposits . ..++s++s« « « SGGRSSCG 18 

$2,890,845,800.28 


United States Government and Other Securities carried at $133,349,311.15 are pledged to 
secure public funds and trust deposits and for other purposes as required or permitted by law, 


Head Office: 55 Broad Street, New York City 
MORE THAN 100 OFFICES IN GREATER NEW YORK 


Member Federal Deposit Insurance Corporation 
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REMINGTON HONORED 
John W. Remington (right) president of the 
Lincoln Rochester (N. Y.) Trust Co., re- 
ceiving the Ayres Leadership Award of The 
Graduate School of Banking at Rutgers Uni- 
versity. Mr. Remington was a member of the 
first class graduated in 1937. The award, for 
outstanding service and leadership in bank- 
ing, was established to honor the late Gen- 
eral Leonard Ayres, who was vice president 
of the Cleveland Trust Co. Presenting the 
award is Dr. Harold Stonier, director of 

The Graduate School. 





TRUSTS COMMITTEE 


Trust Major students at the Graduate School 
of Banking elected the following committee 
as their spokesmen in the affairs of the 
school. 

(Left to right, front row) : Stewart E. Me- 
Fadden, assistant trust officer, The National 
Bank of Detroit, chairman; George F. 
Ward, assistant trust officer, Washington 


Trust Co., Westerly, R. I.; second row: Jean 

M. Lindberg, pension trust officer, Chase 

Manhattan Bank, New York; Thomas J. 

Rohde, assistant trust officer, Irving Trust 

Co., New York; Daniel H. Burnham, Jr., 

assistant vice president, Security Trust & Sav- 
ings Bank, San Diego. 





GSB Trust Majors. 


G.S.B. CELEBRATES 20th ANNIVERSARY 
WITH LARGEST CLASS 


A graduating class of 339 men rep- 
resenting banking, supervisory agencies, 
and financial institutions participated 
in the 20th anniversary year commence- 
ment activities of the Graduate School 
of Banking, conducted by the American 
Bankers Association in cooperation with 
Rutgers University. The commencement 
exercises on June 24 marked the climax 
of this year’s two-week resident session 
which was attended by a record total 
of 1,090 bank officers, including 34 
trust officers and 84 assistant trust off- 
cers as well as many trust department 
vice presidents. Students came from 42 
states, the District of Columbia, Puerto 


Rico, China and Cuba. 


Permanent officers elected by the 
Class of 1955 are Gerard K. Sanweg, 
assistant secretary of Mercantile Trust 
Co., St. Louis, president; and Elwood 
V. Denton, assistant cashier of the Fed- 
eral Reserve Bank, Cleveland, secretary. 
J. P. Ford, cashier of the Bank of Bel- 
mont, N. C., was elected class repre- 
sentative on the board of regents of 


the School. 


Students taking the Trust Major 
elected the following committee to rep- 
resent them: Stewart E. McFadden, 
National Bank of Detroit, chairman; 
Thomas J. Rohde, Irving Trust Co., 
New York; and George F. Ward, 
Washington Trust, Westerly, R. I.; all 
from the class of 1956; also Jean M. 
Lindberg, Chase Manhattan Bank, New 
York; and Daniel H. Burnham, Jr., 
Security Trust & Savings Bank, San 
Diego, from the class of 1957. 


Since the Graduate School was started 
with a class of 220 in 1935 the alumni 
group of the School has grown to ap- 
proximately 4,000. The Director of the 
School has been Dr. Harold Stonier, 


who retired the first of this year from 
the office of executive vice president 
of the A.B.A. The School has operated 
at capacity virtually since its beginning, 
with a waiting list for admission. For 
some time enrollment was limited to 
1,000, but with additional space becom- 
ing available in the last few years the 
number has increased toward 1,100. 
Since the G.S.B. opened its doors, about 
eighty other schools and conferences 
have been established. The G.S.B. how- 
ever, remains unique in its requirement 
that each student write a thesis based 
on original research and stand an oral 
examination on his thesis. 


A noteworthy feature of this year’s 
commencement was a citation to John 
Remington, president of Lincoln Ro- 
chester (N.Y.) Trust Co. and a mem- 
ber of the first class of 1937, for out- 
standing service and leadership in the 
field of banking. Mr. Remington, who 
has attained a national reputation in 
the trust field, being a recent president 
of the A.B.A. Trust Division, received 
the Ayres Leadership Award, estab- 
lished to honor the late Brigadier Gen- 
eral Leonard P. Ayres who was a mem- 
ber of the G.S.B. faculty from the in- 
ception of the School until his death. 


Dr. William A. Irwin, former econo- 
mist of the A.B.A. and former associate 
director of the School, told the gradu- 
ating class that the United States has 
made progress in her role of world 
leadership in the last two years, illus- 
trated especially by NATO, which shows 
that the west has accepted our leader- 
ship. Russia’s satellite policy to try to 
nullify NATO shows her recognition of 
American leadership and her fear of 
the power organized by it. In regard to 
world trade, however, the speaker 
pointed out that the United States needs 
to correct its international economic 
practices — particularly in regard to 
quotas, licenses, embargoes and similar 
devices—if it is to act like a “powerful 
creditor nation.” 


Banking has suffered from its slow- 
ness to make changes, W. Randolph 
Burgess, Under Secretary of the Treas- 
ury for Monetary Affairs and a former 
president of the A.B.A., told the School 
in delivering the annual Economics 
Lecture. He cited instalment credit, long 
term mortgages, and pension fund in- 
vestment policy as illustrations. On the 
other hand, traditions like daily balanc- 
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ing of the books, studying the customer’s 
character as well as his statement, and 
the essential quality of integrity are 
properly cherished. 


We are now building a tradition of 
central banking in this country, the 
speaker pointed out, which for economic 
and social reasons is most desirable as 
a curb on the business cycle and an 
alternative to state socialism. It allows 
maximum freedom for enterprise with 
the least government interference. The 
success of the Federal Reserve System 
depends on the understanding and co- 
operation of leading citizens. In 41 years 
of the System we have begun to build 
such a tradition and the financial and 
business community is beginning to 
understand what its actions mean. 


The other national financial tradition 
is that of the balanced budget, the 
speaker said. He declared himself in 
favor of returning to a national balanc- 
ing of the budget, questioning whether 
today's economic pace may not be 
faster than can be sustained. He pointed 
out that in European countries recovery 
came after the reestablishment of tra- 
ditional fiscal and monetary policies. In 
our country, he said, “dynamic growth 
came not from what the government did 
for the people, but what the people 
themselves did when they had confi- 


dence in the economic climate.” 
a Vie" 
NABAC School to Hold 


First Graduation 

The first graduation will be one of 
the highlights of the third session of 
The NABAC School for Bank Auditors 
and Comptrollers this summer at the 
University of Wisconsin. The 51 bank- 
ers who comprised the pioneer class 
will be awarded their diplomas on 
August 5. 


This year, the three-year School, 
which meets for two weeks each sum- 
mer, will have a total enrollment of 
258 bankers from 43 states, Hawaii, and 
Washington, D. C. In addition to at- 





tending the summer classes, the students 
are required to submit extension prob- 
lms between sessions. 


A A A 


* George C. Barclay, president of the 
Trust Division of the American Bankers 
Association and vice president of City 
Bank Farmers Trust Co., New York, ad- 
tressed the Corporate Fiduciaries Asso- 
lation of St. Louis, May 25, on “The 
ganization and Operation of Corporate 
fiduciaries Associations in New York 
nd Pennsylvania.” 
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Drawing of Hamilton Hall, new Rutgers dormitory, which is expected to be 


Graduate School of Banking students at 1956 session. 
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REG. U. 5. PAT. OFF. 





_CONDENSED STATEMENT ; OF CONDITION, JU JUNE 30, 1955 





ASSETS 
Cash on Hand andin Banks .. . - «© © «© © e $ 198,754,108.15 


United States Government Securities 3 we han Pe 498,310,253.98 

State, Municipal and Other Securities, including 
Stock of the Federal Reserve Bank ...... 128,320,497.56 
Loans and Discounts ...... o@ 6-6 oe @ 559,748,158.91 
ne i a ae ee ee ee ee ee 3,065,140.44 
Other Real Estate ’ 8. o bo *'6 ee 2 a2 .e 8 Oe Ss 1.00 
Other Assets. ...... "es ee eceee8e @ 5,710,097.17 
Customers’ Liability on Acceptance CS s.eveeecne 583.78 
$1,393,908,840.99 


LIABILITIES 


- $ 17,.509,000.00 
e 52,500,000.00 
e 12,484,075.97 


Capital Funds $ 82,484,075.97 


Capital Stock .« « 
Surplus . .. . e 
Undivided Profits 


DEPOSITS 


Commercial and Savings . . $1,265,922,626.56 
Estates and Corporate Trust . 34,241,057.43 1,300,163,683.99 











Accrued Taxes, Interest,etc. ......++e¢eee 7,364,195.94 

Other Liabilities ......... oe ae 3,896,301.31 

Acceptances Executed for Customers . oss + a 583. 78 
$1,393, 908,840.99 


United States Government Securities carried at $123,221,866.50 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves. 


- Ohio’s Largest Bank ‘\ 
welcomes individuals and corporations 
seeking new or additional banking services. 


62 CONVENIENT OFFICES 
Northern Ohio: 
Painesville « Willoughby + Bedford « Solon 
Lorain and 
Everywhere in Greater Cleveland 
COMMERCIAL « SAVINGS «+ TRUSTS / 


Largest branch banking system between New York and California 








733,806 SAVINGS AND CHECKING DEPOSITORS 


Member: Federal Deposit Insurance Corporation Federal Reserve System 


. 
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State Legislation Affecting 


Trusts and Estates 


CALIFORNIA 


Ch. 847: Provides that judge’s ap- 
proval of guardian’s bond is not required 
where surety is authorized surety com- 


pany. 
COLORADO 


S.B. 32: Revises statute governing 
creating of joint tenancies. 


CONNECTICUT 


Act 149: Amends prudent investor 
statute to include shares of building or 
savings and loan association located in 
state. 


Act 167: Provides for allowance by 
court of counsel fees in action for advice 
of court as to administration of estate 
or trust. 


Act 233:° Amends common rule against 
perpetuities to make validity of remain- 
der interests determinable on basis of 
facts existing at termination of life 
estate; permits reduction of invalid age 
contingency to 21 years; bars right of 
entry for condition broken after 30 
years (unless otherwise valid within 
rule) ; prospective operation only. 


Act. 198: Makes exception to prohibi- 
tion of inheritance by adopted child from 
natural parents where adoption is by 
second spouse of natural widowed parent. 


FLORIDA 


H.B. 247: Dispenses with annual and 
final accountings where there is single 
heir or beneficiary, or where all are sui 
juris and consent in writing, unless re- 
quired by county judge. 

H.B. 250 & 253: Authorizes county 
judge to reduce, for good cause shown, 
amount of personal representative’s and 
guardian’s bonds. 

H.B. 251: Adds conflicting or adverse 
interest to grounds for removal of per- 
sonal representative, but election of 
widow to take dower or family allow- 
ance and exemptions shall not be deemed 
such. 

S.B. 296: Increases from $350 to $500 
amount of funeral expenses allowed as 
preferred claim against estate. 


GEORGIA 


Acts 20 & 113: Add bonds of Georgia 
Rural Roads Authority and Georgia 
Farmers Market Authority to legal list 
for fiduciaries. 


IDAHO 
Ch. 199: Raises from $5,000 to $10,000 
amount which bank or trust company as 
trustee may deposit for any one trust in 
its own institution. 


*Continued from June issue. 
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ILLINOIS 


S.B. 21: Amends inheritance tax law 
so as to conform terminology of sections 
imposing estate tax to pick-up maximum 
federal credit to new Internal Revenue 
Code and to require concurrent redeter- 
mination of pick-up tax on any reassess- 
ment or redetermination of inheritance 
tax. 


S.B. 22: Requires that notice be given 
all interested parties of presentation of 
appeal bond to Probate Court for ap- 
proval. 


S.B. 107: Eliminates requirement of 
notice of proof of will to trust benefi- 
ciaries where notice is given to trustee. 


S.B. 126 and 127: Makes contracts to 
will subject to non-claim statute and 
two year statute of limitation where no 
letters have been issued; limits actions 
against real estate under Statute of 
Frauds to seven years after date of 
death unless letters testamentary or of 
administration are applied for within 
seven years in which case action must be 
commenced within time for presenting 
claims. 


S.B. 155 & 156: Gives adopted children 
same rights of inheritance from lineal 
and collateral relatives of adoptive par- 
ents as natural children; provides that 
in construction of written instruments 
adopted child shall be deemed a natural 
child unless contrary intent plainly ap- 
pears. (Corrects confusion in attempt to 
adopt similar provisions in 1953.) 


H.B. 23: Provides for acceleration of 
future interests upon renunciation un- 
less will expressly provides to contrary. 


H.B. 71: Provides that lapsed legacies, 
other than those to deceased descendant, 
shall pass as part of residue and that 
lapsed residuary legacy shall pass pro 
rata to other residuary legatees, if any, 
unless will provides to the contrary. 


H.B. 145: Provides for waiver of notice 
on petition to execute deed and complete 
decedent’s contract to sell real estate. 


IOWA 


H.F. 83: Provides for voluntary guar- 
dianship by nonresident guardians. 

H.F. 314: Exempts real estate of owner 
who died before July 1, 1941 from in- 
heritance tax lien. 


MARYLAND 


Ch. 46: Authorizes Court of Chancery, 
in decree of sale upon bill of sale for 
purposes of partition, to provide for at 
least ninety days notice to creditors, in 
lieu of notice prescribed by Section 
118, and to provide that upon expira- 
tion of ninety days after notice to 





creditors, purchaser of real estate shall 
be required to accept title thereto, which 
title shall be free of all claims not filed 
within period specified by said notice. 


Ch. 126: Makes Baltimore County 
Revenue Authority Bonds legal for fidu- 
ciaries. 


Ch. 150: Requires filing of certificate 
signed by Supervisor of Assessments and 
approved by Orphans’ Court, certifying 
that property of any person who died 
owning fee simple absolute interest in 
real estate has been properly transferred 
on assessments books, as condition pre. 
cedent to approval of first administra- 
tion account or filing of will or copy 
thereof probated in County (or Balti- 
more City) other than that in which real 
estate located. 


Ch, 283: Authorizes refund of license 
for unused portion of year, with refer- 
ence to decedent whose estate consists 
only of a motor vehicle, to be calculated 


on semi-annual rather than quarterly 
basis. 
Ch. 632: Provides that where person 


dies intestate leaving estate, including 
insurance, not exceeding total amount of 
$500, insurer may, at its option, pay 
life insurance proceeds to surviving 
spouse, child or children, or surviving 
parent without necessity of Letters of 
Administration, upon receipt of affidavit 
from those receiving payment that total 
estate, including insurance, does not ex- 
ceed $500; and providing that where 
any such person is a minor, his share 
may be paid to institution or person hav- 
ing custody of minor, without requiring 
person or institution to be appointed 
legal guardian. 


Ch. 722: Extends inheritance tax ex- 
emption to property passing at death to 
corporations, etc. organized and operated 
exclusively for religious, charitable, or 
educational etc. purposes, substantial 
part of activities of which are carried 
out in District of Columbia, and to pro- 
vide that such exemption, as well as 
similar exemption already provided with 
reference to corporations whose activities 
are carried out in Maryland, shall apply 
both to property passing at death after 
date of amendment and to property pass- 
ing or passed at dates occurring prior 
thereto, where property has not been dis- 
tributed or the inheritance tax paid. Ef- 
fective April 28, 1955. 


NEBRASKA 


L.B. 36: Extends to trustees authority 
to enter into contracts for transmission 
of oil or gas and to sell easements under 
such contracts. 


L.B. 174: Adds to requirements of 
petition to sell estate property statement 
that real estate proposed to be sold is 
not exempt from sale by reason of having 
been family homestead or for any other 
reason. 
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L.B. 508: Increases from $100 to $200 
amount of funds which may be deposited 
or invested without appointment of guar- 
dian or without giving of bond. 


NEW HAMPSHIRE 


H.B. 383: Authorizes probate court to 
turn over funds to state treasurer where 
it appears that an owner, legatee, dis- 
tributee or beneficiary not residing with- 
in United States or its territories would 
not have benefit or use or control of 
property. 


New Mexico 


Ch. 20: Permits Veterans’ Service 
Commission to act as executor, adminis- 
trator or guardian of person certified by 
Veterans Administration as entitled to 
money from VA, payment of which is 
dependent on appointment of such fidu- 
ciary. ' 


Ch. 61: Prohibits person committing 
first or second degree murder from re- 
ceiving benefit, bequest, ete. by reason 
thereof. 


Ch. 72: Provides inheritance tax ex- 
emption for transfers to religious, chari- 
table, educational and youth programs 
which promote physical fitness, character 
development and citizenship training; al- 
lows reciprocity to states with similar ex- 
emptions. , 


Ch. 118: Provides that heir at law, de- 
visee, legatee, creditor, etc. must file ob- 
jections to final reports of executors and 
administrators not less than ten days 
before day appointed for hearing. 


Ch. 121: Authorizes State and political 
subdivisions to pay salary or wages of de- 
ceased employee to surviving spouse, etc., 
without administration provided amount 
does not exceed $300. 


Ch. 188: Excepts inheritance taxes 
from deductions allowable in computing 
income tax, 


NoRTH CAROLINA 


H.B. 176: Bars adopted child from in- 
heriting real or personal property (in- 
cluding any award for wrongful death) 
from or through natural parents; bars 
natural parents from inheriting real 
property from or through adopted child; 
permits next of kin of adoptive parents as 
Well as adoptive parents to inherit per- 
sonal property from or through adoptive 
child; bars natural parents and next of 
kin or heirs of natural parents from in- 
heriting personal or real property from 
or through adopted child. 


H.B. 883: Validates gifts of securities 
to minors under prescribed conditions. 


H.B. 1380: Provides for court appoint- 
ment of guardian ad litem for unborn 
Possible parties in interest or not yet 


‘xisting corporation, trust or other en- 
tity, 


S.B. 473: Sets up situations in which 
tlerk of superior court must remove 
guardians and like fiduciaries. 
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NortH DAKOTA 


H. B. 774: Makes obligations issued 
under Urban Renewal Act legal for fidu- 
ciaries. 


OKLAHOMA 


H.B. 1002: Authorizes personal repre- 
sentatives and guardians to enter into 
contracts for construction, operation and 
maintenance of party walls, pipelines, 
etc., and to sell easements thereunder. 


S.B. 43: Permits decree of distribution 
to be entered when taxes have been paid 
“or arrangements satisfactory to court 
have been made to secure payment of 
same.” 


OREGON 


Ch. 586: Exempts employees’ trusts 
from rules against perpetuities, suspen- 
sion of power of alienation, and accumu- 
lations. 


Ch. 597: Adds claims of State Public 
Welfare Commission Board of Control to 
list of preferred claims against estates. 


SOUTH CAROLINA 


Act 148: Requires certified copy of 
will to be filed with Judge of Probate of 
every county where deceased owned real 
estate and that legal representative shall 
not be discharged until showing of com- 
pliance has been made. 
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FIRST ‘SKYSCRAPER’ IN LOS ANGELES 


First of the big downtown Los Angeles office 
structures, the imposing Pacific Electric Build- 
ing was completed in 1903 as the center of 
Henry E. Huntington’s system of interurban 
electric railroads. In that same year this Bank 
established its Trust Service. Throughout the 
50-year period since, Southern Californians 
have made it a habit to think first of Security- 
First for efficient, experienced Trust Service 
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Act 147: Provides that public agencies 
(defined) and persons occupying fidu- 
ciary capacities may invest pension funds 
(defined) and trust funds (defined) in 
obligations issued or unconditionally 
guaranteed by International Bank for 
Reconstruction & Development. 


Act 227: Provides that bank or trust 
company acting as trustee of partner- 
ship interest for minor beneficiaries shall 
not be liable as partner except to extent 
of assets of estate, Section 52-25-52-29 to 
the contrary notwithstanding, but noth- 
ing in this act shall waive, limit or re- 
strict duty and liability otherwise of 
bank as trustee of partner’s interest. 


Act 352: Amends provisions relating 
to service of process on nonresident fidu- 
ciaries. 


Act 315: Provides for inheritance by 
stepchildren where decedent leaves no 
spouse, descendant, ancestor, brother, 
sister, children thereof, or next of kin. 

Act 396: Authorizes establishment of 
common trust funds under detailed 
statute. 


TENNESSEE 


Ch. 209 & 210: Make bonds issued un- 
der Industrial Building and Industrial 
Development Board Acts legal for fiduci- 
aries. 


The Uniform Principal and Income Act 
has been adopted. 


TEXAS 


H.B. 249: Provides for release from 
liability on payment or refund under re- 
tirement, death, employee benefit plan 
or savings plan, 


Obligations of following several gov- 
ernmental units have been made legal 
for fiduciaries: Anderson County High- 


way, Haltom City Water Authority, 
Yorks Creek Improvement District, Sul- 
phur River Municipal Water District, 
San Augustine Water Authority, Travis 
County Improvement District 1, Bowie 
County Highway, Hale County Highway, 
McAllen Water and Sewer Authority, 


and Mexican Border Counties Toll 
Bridge. 
VERMONT 
H.B. 244: Increases from $100 to $325, 


exclusive of burial lot, amount of funeral 
expenses entitled to preferential status 
as claim against estate. 


WEST VIRGINIA 


Ch. 67: Amending Art. 2, Ch. 31, Code 
1931, inserting new section, 3553 (1), 
provides that in addition to proceedings 
under section (1), any person interested 
in personal property or land, timber, oil, 
gas, coal or other minerals may apply 
by petition in summary way, naming as 
defendants all others whether having 
vested or contingent interest; ten days 
notice required. 


Ch. 161: Defines security trusts as in- 
strument of encumbrance securing money 
or performance of obligation and provides 
that no person, not a resident, and no 
corporation, not chartered under law of 
this state or United States having prin- 
cipal office in this state may be named 
as trustee therein. 


WISCONSIN 


Ch. 73: Permits designation as benefi- 
ciary of insurance policy a trustee named 
or to be named by will, if designation is 
made in accordance with policy provisions 
and requirements of insurance company; 
requires bond as of any other trustee. 


Ch. 85: Restates powers which settlor 
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may reserve in inter vivos trust without 
rendering same invalid as testamentary 
disposition; makes any otherwise valid 
inter vivos trust eligible to receive 
property bequeathed, devised or ap- 
pointed by the settlor and others, but any 
modification of inter vivos trust shall be 
ineffective to change provisions as to 
such property unless settlor’s will is ex- 
ecuted or republished thereafter. 


Ch. 156: Permits purchase of estate 
real estate by executor, adminstrator or 
guardian where authorized by will. 


Ch. 161: Permits court, in case where 
trust of $1,000 or less is created for pur- 
pose set forth in Sec. 72.04 (1), to order 
distribution on terms which will as nearly 
as possible carry out testator’s intent if 
beneficiary is improperly described or if 
court finds cost of operating trust will 
probably defeat intent. 


WYOMING 
Ch. 65: Governs bank mergers, with 
particular reference to conversion of 


state bank into national bank. 
A A Dé 


New York Community Trust 
Continues Growth 


New high levels in number of funds 
administered and value of assets held 
are reflected in the annual report of 
the New York Community Trust. Market 
worth of 105 separate units now consti- 
tuting the foundation has risen to 
$24,508,837, or 14% above last year. 


Grants of $1,140,977 were made in 
1954 to 281 organizations in 82 cities and 
four foreign countries, $40,000 more than 
in the previous year. Since 1924 when it 
began operations, the Community Trust 
has appropriated a total of $14,156,000 
— half of it in the past six years. 


Additions of $413,617 in “new money” 
were recorded during 1954 in thirty of 
the Trust’s funds. Eight were newly 
created and 22 previously existing trusts 
were enlarged. 


Analysis of operating costs indicates 
that commissions to the banks holding the 
trusteed assets were $42,040 and assess- 
ments on trust funds for administrative 
purposes of the organization were 
$16,244. The total charges of $58,284 are 
5.1% of disbursements, or 4.1% of all 
receipts in trusteed funds, or slightly less 
than %4 of 1% of the value of the man- 
aged resources. 


A A A 


@ A husband who, while shooting at an 
alleged rival for his wife’s affections, 
shot and killed her but was acquitted of 
unlawful homicide, was not by the mere 
fact of homicide barred from inheriting 
his wife’s estate. This was the recent 
ruling of the Supreme Court of South 
Carolina in Legette v. Smith, 85 S.E. 
2d 576. (See Chapter 61 of New Mexico 
laws above for latest statute on subject-) 
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INCOME TAX 


Beneficiary liable for unpaid income 
taxes of decedent where she was benefi- 
ciary of husband’s insurance and admini- 
stratrix of his estate and estate assets 
other than insurance were exhausted in 
paying Federal estate taxes due. Tax- 
payer was beneficiary of decedent’s in- 
surance and administratrix of his estate 
and had exhausted estate assets in pay- 
ment of federal estate taxes prior to 
assertion by government of liability for 
income taxes against decedent. Govern- 
ment appealed District Court decision 
holding beneficiary not liable for dece- 
dent’s unpaid income taxes. 


HELD: Reversed. Administratrix was 
personally liable for that portion of 
total estate tax as the proceeds of in- 
surance bore to the sum of the net 
estate and the amount of the exemption 
allowed in computing the net estate. 
The life insurance proceeds were part 
of the estate. To the extent that other 
assets were used to satisfy the estate 
tax the beneficiary received a benefit to 
herself before discharging the liabilities 
of the estate. In effect, she was liable 
for any distribution made while there 
remained assets of the estate which 
could be applied against liabilities. 
United States v. Gilmore, 5th Cir., May 
4, 1955. 


Amounts includible in gross income of 
the estate which as part of the residuary 
estate were permanently set aside for 
charitable purpose are deductible. Dece- 
dent’s estate, pursuant to partnership 
agreement, received portion of accounts 
receivable due at date of death and such 
amounts were included as income of the 
estate. Under the terms of the will these 
sums became part of decedent’s residu- 
ary estate and were permanently set 
aside for an allowable charitable pur- 
pose. Tax Court sustained disallowance 
of deduction. 


HELD: Reversed. Sec. 162(a) of Inter- 
nal Revenue Code of 1939 provides that 
“any part of the gross income .. . which 
pursuant to the terms of the will... 
creating the trust, is during the taxable 
year paid or permanently set aside” for, 
inter alia, charitable purposes is allow- 
able as a deduction from the gross in- 
come of the estate. “Gross income” thus 
referred to must in the absence of spe- 
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cial exclusionary provisions include all 
items which are made a part of gross 
income by statute. Here the outstand- 
ing partnership accounts were includible 
in the gross income of the estate by vir- 
tue of the express provision of Section 
126(a)(1)(A) of the 1939 Code. And 
since they were permanently set aside 
for charitable purposes, the amounts so 
set aside are deductible. The Court re- 
fused to accept respondent’s argument 
that income referred to in Section 162 (a) 
means only income earned by the estate 
during administration and does not in- 
clude what under state property law is 
considered as corpus of the estate. 
Clymer v. Comm., 3rd Cir., May 4, 1955. 


Net operating loss of trust not avail- 
able as carry-back to beneficiary. Tax- 
payer received distributable income from 
trust in 1945. In 1947 the trust sus- 
tained a net operating loss. Taxpayer 
was not required to nor did she contribute 
in any way on account of such loss. 
Taxpayer instituted suit for refund 
based upon carry-back of net operating 
loss of trust. 


HELD: Refund denied. Beneficiary 
and trust are separate judicial entities. 
Their income and deductions are not 
transferable except as provided by 
statute. Modifications in taxable income 
of a trust for prior years have no bear- 
ing on tax liability of trust beneficiary’s 
current distributions. Sargent v. United 
States, D.C.S.D. Cal.; April 4, 1955. 


ESTATE TAX 


Trust property passing to surviving 
spouse does not qualify for marital de- 
duction where wife’s right to income and 
power of appointment over corpus term- 
inated “in case of her legal incapacity 
from any cause or upon the appointment 
of a guardian, conservator, or other cus- 
todian of her person or estate.” Decedent 
transferred part of his residuary estate 
in trust for his wife, income therefrom 
to be paid to her for life, with a power 
exercisable by her to invade any part 
or the whole of the corpus in favor of 
herself. Her right to income and power 
over corpus were to cease in the event 
of her legal incapacity or the appoint- 
ment of a guardian, conservator, or 


other custodian of her person or estate. 
Marital deduction claimed in full amount 





of transferred property was disallowed 
by Commissioner. 


HELD: Commissioner sustained. 
Wife’s power to invade corpus was not 
exercisable by her “in all events,” as 
required by Section 812(e)(1)(F) of 
the 1939 Internal Revenue Code, in view 
of terminating condition as set out in 
the will. Further, same terminating con- 
dition prevented wife from qualifying 
as “entitled for life to all the income 
of the corpus of the estate.” Starrett v. 
Comm., 1st Cir., June 6, 1955. 


Non-adversary state court proceeding 
affecting the tax right of the United 
States not binding on federal courts in 
determining estate tax liability. Claim 
barred by statute of limitations was ap- 
proved by administrator to whom it had 
been assigned and it was subsequently 
allowed by Probate Court of local juris- 
diction in a non-adversary proceeding. 
Commissioner’s disallowance of claim 
was appealed on ground that the allow- 
ance of the barred claim by the state 
court constituted a binding obligation 
of the estate. 


HELD: For Commissioner. Non-ad- 
versary proceeding in state court did 
not constitute an adjudication of the 
claim on its merits. Accordingly, such 
adjudication is not binding on federal 
courts in determining the deductibility 
of a claim for estate tax purposes. 
Wolfsen v. Smyth, 9th Cir.; May 25, 
1955. 


Mental incapacity to change a will 
after 1942 does not effect a partial re- 
lease of a power of appointment exer- 
cised in the will under the Powers of 
Appointment Act of 1951. Decedent in 
1940 executed her will in which she ex- 
ercised a general power of appointment 
granted her under an inter vivos trust 
created in 1931. In 1941 she suffered a 
stroke as a result of which she lacked 
testamentary capacity to alter her will. 
Government contended that general 
power of appointment created prior to 
October 21, 1942, was never released 
and was fully exercised in the will so 
that under the Powers of Appointment 
Act of 1951 the value of the property 
passing under the power was includible 
in the estate. Taxpayer argued that de- 
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cedent’s incapacity had the effect of 
irrevocably releasing her right to exer- 
cise the power “generally” and thus at 
her death it did not exist. 


HELD: Commissioner sustained. The 
statute makes no provision for a con- 
tingency such as here presented. Ex- 
emptions like deductions are matters of 
legislative grace to be strictly construed 
and where Congress has _ specifically 
provided for the full or partial release 
of a pre-1942 power of appointment, the 
court cannot construe the statute to 
grant an exception. Simmons v. United 
States, D.C.E.D., N. Y.; May 20, 1955. 


Residuary charitable bequest allowed 
as a deduction though corpus of estate 
could be invaded for benefit of life bene- 
ficiaries. Residue of decedent’s property 
was devised and bequeathed to trustee 
to pay stipulated monthly income to 
two sisters and cousin, with right of in- 
vasion of corpus should income be in- 
sufficient to meet stipulated require- 
ments. Upon death of sisters the trust 
was to terminate, four specific legacies 
were to be paid, and the remainder to 
be used by trustees in their discretion 
for some worthy charitable purposes. 
Commissioner disallowed charitable de- 
duction. 


HELD: Refund granted. There was 
sufficient income to meet payments as di- 
rected by instrument. Possibility of in- 
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vasion of corpus was remote. “It is as 
certain as human affairs can be made cer- 
tain that charity will receive the entire 
corpus of the estate.”” South Carolina Na- 
tional Bank v. Bowers, D.C.W.D. So. Car., 
April 20, 1955. 


GIFT TAX 


No gift is completed where trust is 
not expressly stated to be irrevocable 
as required by local law. In January 
1943 donor transferred stock certificates 
in trust for her daughter and six months 
later executed a written instrument of 
trust which was predated. Neither of the 
agreements stated that the trust was 
irrevocable. Under California law trust 
was therefore subject to revocation by 
the settlor. In 1946 the trustee died and 
pursuant to a provision in the original 
trust indenture the corpus of the trust 
was transferred to the guardian of the 
donee. Tax Court held completed gift 
was made in 1946. 


HELD: Tax Court affirmed. Under 
local law where the trust is not ex- 
pressly made irrevocable by the instru- 
ment which created it, the trust is sub- 
ject to revocation at any time before 
its termination. The right of revocation 
coritinued until the trust terminated and 
during such time the gift was incom- 
plete. Completion of gift took place in 
1946 when trust terminated. Newman v. 
Comm., 9th Cir.; April 29, 1955. 


REVENUE RULINGS 


Gift Tax: Gift tax paid by executors 
of decedent’s estate on gift made by 
decedent in year of death, and to which 
surviving spouse consented to be treated 
as having been made one-half by her, 
is deductible from decedent’s estate. 
Decedent made gifts to third party don- 
ees during the year in which he died. 
His executors filed a gift tax return 
and the surviving spouse who made no 
gifts during the year consented to treat 
the gifts as having been made one-half 
by her. The Service rules that the entire 
tax due and paid by the executors is 
deductible under Section 812(b) of the 


Internal Revenue Code of 1939 as a tax 
accrued prior to death and an enforce- 
able obligation of the 


puted, shall be joint and several. Rev. 
Rul 55-334, I.R.B. 1955-22, p. 17. 


Estate Tax: Value for estate tax pur- 


- poses of United States savings bonds 


of Series G and Series K is the par 
value (principal amount) at date of 
death. No accrued interest is includible 
in estate where death occurs between 
interest dates. United States savings 
bonds of Series G and K are redeemable 
at par or their principal amount before 
maturity after six months from issue 
date upon death of owner or co-owner, 
if a natural person. In such case inter- 
est ceases at the interest period next 
preceding the date of redemption. The 
value of such bonds for estate tax pur- 
poses is therefore their par value (prin- 
cipal amount). Accrued interest from 
last payment date to date of death is 
not includible in the gross estate. Rev. 
Rul. 55-301, I.R.B., 1955-20, p. 24. 


Estate Tax: Optional valuation of 
insurance on life of one other than 
decedent. Value of insurance owned by 
decedent on life of another increased in 
year following date of death as a result 
of payment of premiums and _ interest 
earned. Such increase is considered “ex- 
cluded property” within the meaning 
of Section 81.11 of Regulations 105 for 
the purposes of determining the value 
of the policy under Section 811(j) of the 
Internal Revenue Code of 1939. Rev. 
Rul. 35-379, I.R.B., 1955-24, p. 20. 


Estate Tax: Marital deduction allowed 
on life insurance where company paid 
interest on retained proceeds and _ sur- 
viving spouse had right to direct pay- 
ment of proceeds at her death to her 
executors, administrators or assigns. 
Policy provided that proceeds were to 
be retained by the company and interest 
to be paid monthly to surviving spouse 
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for life. Wife had the right, exercisable 
by her and in all events, to direct pay- 
ment of proceeds at her death to her 


executors, administrators or assigns. 
Service rules that power granted quali- 
fies aS a power to appoint to “the estate 
of such surviving spouse” within the 
meaning of Section 812(e)(1)(G) of the 
Internal Revenue Code of 1939 and thus 
qualifies for the marital deduction. The 
decision in Second National Bank of 
Danville v. Dallman, 209 Fed. (2d) 321, 
requiring a contrary conclusion on the 
facts will not be accepted as precedent 
by the Service. Rev. Rul. 55-277, I.R.B. 
1955-19, p. 22. 


Income Tax: “Death benefit” payment 
under single premium deferred annuity 
contract where annuitant dies prior to 
due date of first annuity payment is not 
tax exempt. Policy provides that in 
event of the death of annuitant prior 
to due date of first annuity payment, 
beneficiary is to receive an amount 
equal to the consideration paid for the 
contract or the cash surrender value of 
the contract as of date of death of 
annuitant, whichever is greater. 


Service rules that amount paid to 
beneficiary is not considered to be an 
amount paid by reason of the death of 
the insured within the meaning of Sec- 
tion 22(b)(1) of the Internal Revenue 
Code of 1939. Excess received over con- 
sideration paid is includible in gross 
income. Rey. Rul. 55-313, I.R.B. 1955-21, 
p. 20. 


Income Tax: Basis of property where 
power of appointment over corpus is 
exercised by income beneficiary. Life- 
time income beneficiary of testamentary 
trust exercised during his lifetime a gen- 
eral power of appointment over the 
corpus of the trust and appointed the 
property to himself. Basis of property 
in hands of beneficiary is same as that 
of the trustees, subject to adjustments 
as provided in Section 113(b) of the 
Internal Revenue Code of 1939. Rev. Rul. 
55-293, ILR.B. 1955-20, p. 15. 


Estate Tax: Amounts distributed as 
charitable bequests are not deductible 


where organization and amount of be- 
quest are not fixed by the will. Decedent 
bequeathed one-half of his entire estate 
to his mother and one-half to his brother. 
The will further provided that the mother 
and brother were to make suitable char- 
itable gifts out of the estate, the partic- 
ular institutions and amounts being left 
to their judgment. Certain charitable 
gifts were made in accordance with 
testator’s wishes. Service rules that since 
neither the amount nor the organization 
was fixed by the will, the amount charity 
might receive was uncertain and in- 
capable of exact determination. A char- 
itable bequest of this nature is not 
allowable as a deduction for estate tax 
purposes. Rev. Rul. 55-335, I.R.B. 1955- 
22), p. 17. 


Estate Tax: Transfer in trust where 
decedent retained right to withdraw from 
the income or the principal held includ- 
ible in gross estate. Decedent transferred 
substantially all his property in trust 
for the benefit of his children, reserving 
the right to withdraw the amount of 
$2,500 or all his living expenses from 
income or corpus of the trust. Actually 
nothing was withdrawn since from the 
time of transfer to the date of death 
his children paid all his living expenses. 

Service holds transfer is includible in 
decedent’s gross estate. It was not a 
bona .fide sale for an adequate and full 
consideration in money or money’s 
worth, since the property was not trans- 
ferred to the children in consideration 
of their paying decedent $2,500 a year 
or all of his living expenses. Inasmuch 
as the transfer is one in which decedent 
retained the possession or enjoyment of, 
or the right to the income from, the 
property, it is includible in decedent’s 
gross estate under Section 811(c)(1)(B) 
of the Internal Revenue Code of 1939. 
Rev. Rul. 55-379, I.R.B., 1955-24, p. 20. 


Gift Tax: No exclusion is allowable 
against gifts of life income in trust 
where trustee has sole discretion over 
amount of payments. Terms of trust 
provide that trustee is to pay income to 
three designated beneficiaries for their 
lives in such proportions as he may de- 
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termine. Value of such gifts is not cap- 
able of determination and no exclusion is 
allowable under Section 1003 of the 1939 
Code. Rev. Rul. 55-203, IR.B., 1955-20, 
p. 25. 


Income Tax: Pension plan maintained 
jointly by more than one employer (re- 
gardless of affiliated status) may qualify 
under Section 165(a) of the Internal 
Revenue Code of 1949 where annual 
compensation used as a basis for deter- 
mining eligibility benefits is defined as 
the total annual compensation received 
by the employee from all employers 
participating in the plan. Plan is not 
considered discriminatory within pur- 
view of Section 165(a) merely because 
for purpose of determining eligibility 
the employee’s annual compensation is 
regarded as total received from each of 
employers. Rev. Rul. 55-276, I.R.B. 1955- 
19, p. 20. 


A A A 


@® The Internal Revenue Service has 
ruled that where a bank merges two 
common trust funds without making a 
distribution to any participant, and sub- 
sequent to. the merger the participants 
in each of the funds hold proportionate 
shares in the combined fund, there is no 
gain or loss to either the funds or the 
participants, and no change in the bases 
of the portfolio assets. See Revenue Rul- 
ing 55-299. 
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Book 


Estate Tax Techniques 


Edited by J. K. Lasser Institute. Matthew 
Bender & Co., Albany 1, N. Y. c. 1300 pp. 
$27.50. 


The list of 43 contributors to this com- 
prehensive symposium reads like a who’s 
who in estate planning. They include such 
as (to take one for each letter) Apple- 
man, Bowe, Casey, Dean, Foosaner, Gor- 
don, Hilgedag, Joseph, Laikin, Mann- 
heimer, Powers, Ruddick, Stevens, Tan- 
newald and Williams. Excellently ar- 
ranged and tabbed in the compression 
binder made popular by the publishers, 
the material is divided into the follow- 
ing major sections each in its estate 
planning frame of reference: The Mari- 
tal Relationship; Gifts; Life Insurance; 
General Problems (e.g. powers of ap- 
pointment, sprinking trusts, founda- 
tions) ; Business Planning; International 
Aspects; Managing the Estate. 


It would be futile to attempt to de- 
scribe each section in detail. Selected for 
mention here are the chapters on Mathe- 
matical Problems of Husband-Wife Plan- 
ning; Antenuptial Agreements; Gifts to 
Minors; Joint and Survivor Annuities; 
Meeting Problem of Contemplation of 
Death; Terminable Interest Problem on 
Death of Partner; Tax Responsibilities 
of the Fiduciary; and How to Plan for 
Apportionment of Estate Taxes. 


At the stated price, this volume is a 
real bargain. 


ARTICLES 


Life Insurance Planning under New 

Revenue Code 

HARRY YOHLIN. Taxes, June 1955 (214 N. 

Michigan Ave., Chicago 1; 60¢). 

After tracing the history of taxability 
of life insurance proceeds because of the 
light which is thrown on the incidents-of- 
ownership test, this article goes into the 
problems of assignment of existing poli- 
cies, considering from the estate tax 
standpoint such matters as right to divi- 
dends, reversionary interests and con- 
templation of death. On the gift tax side, 
the question of future interests is dis- 
cussed. The dangers of purely tax moti- 
vated assignments and transfers for 
value are also pointed out. The advan- 
tages of a life insurance trust over out- 
right assignment are indicated. 


Conflict of Laws and Elections in Ad- 
ministration of Decedents’ Estates 
EUGENE F. SCOLES. Indiana Law Journal, 
Spring 1955 (Bloomington; $1.50). 
Concerned principally with a widow’s 

right of election to take dower or other 

statutory interest in lieu of testamentary 
provisions, this article covers the ef- 
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fect of election made in the domiciliary 
administration as to immovables and 
movables in the ancillary administration, 
and the converse situation of election in 
the ancillary administration. The author 
concludes that in the interests of a single 
system of law, the standard of the domi- 
cile should be applied in all cases, in- 
cluding matters involving real property. 


Pensions after Mergers and Spin-offs 


ALVIN D. LURIE. Tax Law Review, May 
1955 (New York University, 40 Washington 
Sq. So., New York 3). 

The wave of mergers and spin-offs in- 
volving companies with pension and 
profit-sharing plans has, this writer 
points out, caught the legal, accounting 
and insurance professions largely unpre- 
pared for the problems raised. It is im- 
perative, he says, that consideration be 
given to the question of taking over a 
plan before merger negotiations have pro- 
ceeded too far, citing the cases of a re- 
cent bank merger. The factors touching 
termination, continuation or change of a 
predecessor’s plan are helpfully analyzed. 
Plans for employees of spun-off corpora- 
tions are given special attention. 


Selections from Subchapter J 
JESSE R. FILLMAN. Ibid. 


As is well known, Subchapter J of the 
1954 Code deals with income taxation of 
estates, trusts and beneficiaries. This 
article is a dispassionate appraisal of 
the Congressional treatment of a number 
of areas where choices of tax policy and 
methods were available, with suggestions 
for possible revision. 


The Policy against Perpetuities 


LEWIS M. SIMES. Univ. of Pennsylvania Law 
Review, April 1955 (3400 Chestnut St., Phil- 
adelphia; $1.25). 

This noted authority on the Rule 
against Perpetuities goes into the ra- 
tionale of the rule and criticizes its prac- 
tical operation in the light of that ra- 
tionale. He concludes that nothing short 
of legislative action can adapt the rule 
to the requirements of modern society, 
although he recognizes the futility of 
attempting to wipe the slate clean. The 
efforts in Pennsylvania and Massachu- 
setts (followed by other states this year) 
do not offer the solution, in the author’s 
opinion, because they introduce uncer- 
tainty into the rule. His first suggestion 
is a rule of judicial construction by 
which the intention of the _ testator 
would be effectuated as nearly as possible 
had he known at the time of his death 
that the rule invalidated the disposition. 
In addition, the writer recommends the 
application of a kind of cy pres doc- 
trine for invalid future interests. Other 
points are spelled out. 


Stock Redemption and Purchase 

Agreements 

ROBERT J. BETTS. Tennessee Law Review, 

June 1955 (1505 W. Cumberland Ave., Knox- 

ville; $1.50). 

Here is a comprehensive student com- 
ment on inter vivos arrangements for the 
disposition of business interests. It runs 
the gamut of reasons for such agree. 
ments, the various types of plans, re- 
quisites for effective restraint, valuation, 
methods of funding purchase price, and 
tax consequences. 


OTHER ARTICLES 


Summary of Estate and Gift Tax Pro- 
visions of 1954 Code, by George E. Ray & 
Oliver Hammonds: American Bar Asso- 
ciation Journal, June (1155 E. 60th St., 
Chicago 37, 75¢) 

What Every Lawyer Should Know 
about Advancements, by Otto J. Zach: 
Illinois Bar Journal, May (424 So. Sec- 
ond St., Springfield; $1) 

Gathering Facts 
Chapin Litten: Jbid. 

Redemptions of Stock under 1954 Code, 
by Edwin S. Cohen; Univ. of Pennsyl- 
vania Law Review, April (3400 Chestnut 
St., Philadelphia; $1.25) 


A A A 


MUTUAL FUND LITERATURE 
(Continued from page 594) 


for Probate, by 


in two decades of mutual fund business 
with experience on the retail, wholesale 
and industry levels so it is not difficult 
to understand his enthusiasm for the 
open-end companies. This is the John S., 
the poker-faced humorist, who for a quar- 
ter of a century has also edited the 
“Bawl Street Journal.” His book is light 
and extremely readable interspersed with 
the humour for which its author is loved. 
Written in layman’s language, it men- 
tions specific funds and fund sponsors — 
some of the best of them. 


We take issue with the author at only 
one point in his book. On page 25, he 
implies that because all but two of the 
funds offering shares at no acquisition 
cost do not meet the size and age re- 
quirements making investment companies 
specifically legal under Pennsylvania’s 
partial prudent man law, they are there- 
fore generally unsuitable for the con- 
servative investor. Most of these funds 
are managed by independent investment 
counsel of long standing and they have 
enviable records which this reviewer is 
sure John Straley appreciates. 

(The reading roundup will be con- 
cluded in next month’s issue.) 

H. A. L. 
A A A 
@ Grants made by community trusts in 
1954 stood at $6,099,181, a new high 
level. They were $5,761,506 in the pre- 


ceding year. Appropriations have trebled 
in the nast decade. 
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Where There's A Will 


JOHN W. Davis, DEMocRATIC NOMINEE 
FOR PRESIDENT in 1924 and one of the 
nation’s outstanding constitutional law- 
yers with a record of 140 cases argued 
before the Supreme Court, bequeathed to 
his household servants $1(0 for each year 
of service up to ten, $200 for each further 
year up to twenty, and $300 for each year 
beyond that. One faithful servant de- 
scribed as a friend was given an addi- 
tional $10,000. The one-time ambassador 
to Great Britain further provided that 
each employee was to be retained at the 
same wages for six months after his 
death on condition that they render use- 
ful or necessary services in the handling 
of the estate. 


In the next clause of his will, Mr. Davis 
gave legacies totalling $59,500, the prin- 
cipal one being $25,000 to Washington & 
Lee University, his alma mater. He pro- 
vided, however, that if this total should 
exceed one-quarter of his estate available 
for distribution under the will after satis- 
fying the bequests to the servants, these 
legacies should be reduced proportionate- 
ly to come within that maximum. 


With the exception of some real estate 
in West Virginia which he devised to 
two adoptive nephews, Mr. Davis, a 
widower, left the rest of his estate to 
his only child, stating that, without im- 
posing any legal obligation in that re- 
spect, he would be glad to have her dis- 
tribute to his relatives, partners and 
friends such souvenirs as might be pleas- 
ing to them. One of the partners and 
Guaranty Trust Co. of New York were 
named executors. 


MILTON B. OcHs, vice president of the 
Chattanooga Times Printing Co. and the 
brother of two other noted newspaper 
publishers (New York Times and Phila- 
delphia Public Ledger), gave to his wife 
outright his personal effects and so much 
of the rest of his estate as, together with 
life insurance proceeds payable to her 
and property held by the entireties which 
are includible in his gross estate for 
Federal estate tax purposes, will equal 


one-half of his adjusted gross estate, his 
intention being to entitle the estate to 
the maximum marital deduction. The 
residue of the estate, except for min 
bequests, is placed in trust with Col. 
Ochs’ two sons, a daughter and American 
National Bank and Trust Co. of Chat- 
tanooga, to pay Mrs. Ochs the income and 
so much of principal as is necessary to 
adequately maintain and support her. 
Upon her death, the remainder will go 
to the three children. The ‘individual 
trustees are to serve without compensa- 
tion. The sons and the bank are named 
as executors. 


In making no bequest to his sisters, 
sister-in-law, nieces and nephews, the 
testator stated that any such sums as 
he might bequeath would prove of little 
consequence to them. He expressed con- 
fidence that, should circumstances change 
and any of them became in need of as- 
sistance, “no part of my estate will be 
denied them by my wife and children.” 


A A A 


Wills and Lawyers* 


How much control should a lawyer ex- 
ercise over his client’s will and estate 
planning? Certainly there is no definitive 
answer. The will itself should be the 
client’s will, and not the lawyer’s. The 
client should be advised against includ- 
ing void provisions; cautioned against 
unnatural, eccentric or vengeful pro- 
visions. The inclusion of libelous state- 
ments in the will can result in liability 
to the testator’s estate after the will 
has been probated. Wills which invite 
litigation are of questionable value. 


When a person other than the testator 
consults the lawyer concerning the mak- 
ing of a will for the testator, the lawyer 
must take care to be sure which is his 
client. In cases where bequests are made 
to a lawyer by his client, the lawyer 
should give his client the benefit of an- 
other lawyer’s completely independent 





*From “A Panorama of Law Office Practice,” 
by Eugene C. Gerhart, in March 1955 American 
Bar Association Journal. 
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counsel and advice. In such case the will 
should be drafted and its execution super- 
vised by another lawyer. Failure of the 
lawyer who is the beneficiary of his 
client’s estate in such case to observe 
punctilously and scrupulously the nicest 
decorum will only redound to his dis- 
credit. 


On the other hand, there is no objec- 
tion whatever to the lawyer witnessing 
his client’s will or suggesting to the 
client that the lawyer’s office is a safe 
and proper place to keep it. Such prac- 
tice is accepted, is not unethical and 
has been generally followed both in Eng- 
land and America. The fact that the 
lawyer makes this suggestion in the hope 
of future employment as counsel for the 
testator’s estate does not render his ac- 
tion improper. However, an unsolicited, 
voluntary request or suggestion by the 
lawyer to his client that the lawyer be 
named as executor in the will is un- 
ethical. If the client voluntarily requests 
the lawyer to act as executor, it is neither 
unethical nor improper to accept. 


oo 


@® More than 100,000 customers have ap- 
pointed Lloyds Bank as executor, that 
company advertises, and since all im- 
portant British banks now have trustee 
departments or subsidiaries, it is esti- 
mated that more than 750,000 persons 
have appointed banks as their executors. 
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ADEMPTION — Proceeds of Insurance 
on Wrecked Automobile Go To 
Legatee 


California—District Court of Appeal 

Estate of MacDonald, 133 A.C.A. 57 (May 17, 

1955). 

Testatrix’ will left her automobile to 
her mother. Later testatrix was killed 
in an accident in which the automobile 
was wrecked. The insurer of the auto- 
mobile paid $2,850 to the executor, tak- 
ing title to the wrecked automobile in 
accordance with the insurance policy. 


HELD: Decedent’s mother was en- 
titled to the insurance proceeds in lieu 
of the automobile. (The case is regarded 
as one of first impression in California.) 


CHARITIES — Cy Pres Doctrine Not 
Applicable Where Specific Charity 
Subsequently Ceased To Exist 


Rhode Island—Supreme Court 
Industrial National Bank v. Drysdale, 114, A 
2d 191 


Decedent’s will left $10,000 in trust 
“to pay the net income of said trust 
fund annually in equal proportions one 
week before Thanksgiving Day and one 
week before Christmas Day to The Peo- 
ple’s Mission, Inc., of Pawcatuck, Con- 
necticut ***,” The evidence showed that 
this mission was conducted by a per- 
sonal friend of the testator and that the 
testator was much interested in the mis- 
sion’s work, including particularly the 
distributing of clothing and baskets of 
food at Thanksgiving and Christmas. 
The two persons managing the mission 
died or became ill and the corporation 
was dissolved and its work terminated. 


HELD: The testator did not have a 
general charitable intent but rather a 


specific intent to assist this particular 
mission. It being no longer in existence, 
the gift has lapsed and the fund reverts 
to the testator’s next of kin and should 
not be applied cy pres. 


DISTRIBUTION — Attorney General 
Entitled to Enemy Alien Funds 


California—District Court of Appeal 

Estate of Zimmerman, 132 A.C.A. 838 (May 

3, 1955). 

Zimmerman, a resident of California, 
died intestate May 19, 1946. After pro- 
bate, some $7,000 of his estate remained 
for distribution. There being no known 
heirs, the Probate Court distributed the 
funds to the State of California June 
20, 1947, the funds being deposited on 
January 26, 1948, in the State Treasury 
as provided by Probate Code Section 
1027 in the case of estates possibly sub- 
ject to escheat. On May 3, 1948, this 
proceeding was instituted by Zimmer- 
man’s German heirs, all of whom were 
enemy aliens. Reciprocal rights of in- 
heritance existed between Germany and 
the United States, as required by Sec- 
tion 259, Probate Code. On April 11, 
1952 the Attorney General of the United 
States issued a vesting order declaring 
the interests of the German heirs to be 
vested in him pursuant to the provisions 
of the Trading with the Enemy Act, 50 
U.S.C. App., Secs. 1-40. He intervened, 
elaiming the funds as alien property 
custodian. The trial court denied his 
claim. 


HELD: Since Probate Code Section 
1027 requires funds belonging to un- 
known heirs to be distributed to the 
State of California and held by it for 
five years, during which the heirs may 
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appear and claim them, and since the 
German heirs appeared within the time 
limited, their claims were valid except 
for the vesting order of the Attorney 
General. The Attorney General, stand- 
ing in the shoes of the German heirs, 
is entitled to recover the funds. 


COMPENSATION — Attorneys’ Fees for 
Services to Beneficiaries Not Pay- 
able Out of Estate 


California—District Court of Appeal 


Estate of Phelps, 132 A.C.A. 1016 (May 12, 
1955). 


Phelps was given an equitable life 
estate in half his mother’s estate. Dur- 
ing probate his attorneys filed a peti- 
tion for allowance of income to him, 
or in the absence of such allowance, for 
partial distribution to the trustee, alleg- 
ing that Phelps had been supported by 
his mother and had received nothing 
from the estate between January 19538, 
when his mother died, and October 1953, 
when he filed his petition. The court dis- 
tributed $20,000 to the trust, of which 
apparently Phelps was the sole benefi- 
ciary, the rest of the estate being dis- 
tributed outright to another person. 
Thereafter Phelps’ attorneys filed peti- 
tion for allowance of $2,000 as attor- 
neys’ fees in connection with the above 
mentioned petition. The petition was 
denied. 


HELD: Affirmed. The attorneys ren- 
dered no services beneficial to the estate, 
nor did their services enhance the cor- 
pus. The services, having been rendered 
on behalf of the beneficiary who em- 
ployed them, cannot be made a charge 
against the estate. 


DISTRIBUTION — Equitable Adoption 
Not Recognized As Against Estate 
of Brother of Adoptive Parent 


Minnesota—Supreme Court 


In re Olsen’s Estate, 70 N.W. 2d 107. 


Petitioner, at the age of two weeks, 
was taken by an adoption agency to the 
home of adoptive parents under an ar- 
rangement whereby they agreed to adopt 
him. Although petitioner lived with the 
adoptive parents until adulthood, he was 
never adopted by them in conformity 
with the adoption statutes. After the 
death of the adoptive father, the father’s 
brother, the decedent herein, died in- 
testate. Petitioner then sought to have 
one-third of the decedent’s estate decreed 
to him as an adoptive nephew. This peti- 
tion was denied by the district court. 


HELD: Affirmed. If a child occupies 
the position of a child under an agree- 
ment to adopt which is never perfected 
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by legal adoption proceedings, he is en- 
titled to such right of inheritance from 
the estate of the adoptive parent as a 
natural child would enjoy. No sufficient 
equities are shown to warraht applica- 
tion of this “equitable adoption” theory 
where the question is one of inheritance, 
not from the estate of the adoptive par- 
ent, but from the estate of a relative 
collateral to the adoptive parent. 


DISTRIBUTION — Final Order May 
Be Set Aside Only on Application 
of Tax Authority — Security for 
Possible Tax Claims Permitted 


Oklahoma—Supreme Court 

State ex rel Williamson, Attorney General, et al 

v. Longmire, County Judge, 281 P. 2d 949. 

Following the compromise of a will con- 
test, all interested parties agreed to a 
distribution which was ordered April 7, 
1954. Subsquently, one of the parties to 
the agreement sought to reopen the mat- 
ter on the ground that the order entered 
did not constitute a “final settlement 
of accounts and order of distribution” 
since the order provided for the retention 
by the administrators of $100,000 to satis- 
fy possible claims of the taxing author- 
ities upon audit of estate and gift 
tax returns theretofore filed by the 
administrators. The judge of the court 
having jurisdiction as to probate matters 
orally indicated that the decree showed 
he had retained jurisdiction of the case 
and had power to divest the devisees of 
ownership of property theretofore dis- 
tributed to them because the account 
theretofore rendered was not a final one 
and was still subject to attack. The de- 
visees asked for the writ of prohibition 
asserting that the lower court had no 
jurisdiction or power over the properties 
distributed. 


HELD: Writ granted. Although a re- 
ceipt from the Tax Commission is neces- 
sary before a court shall make a final 
or partial distribution of the estate 
(Title 68 O.S. 1951, § 981s), as to the 
heirs and devisees the order was final. 
The final account and order of distribu- 
tion is invalid only as against the state 
and may be set aside upon the applica- 
tion of the Tax Commission. The order re- 
cited the payment of taxes and a re- 
ceipt must constitute a final release be- 
fore bequests and devises might be finally 
distributed. 

The recitation in the decree that the 
taxes had been paid, but that audits had 
not been completed and that additional 
amounts might be required, together with 
a reservation of a substantial amount of 
cash or bonds to cover any supposed 
Possible deficiencies in tax was the only 
practical method of protecting the ad- 
mMinistrators and the state, and at the 
Same time permitting an early, final ad- 
judication as between the heirs and the 
devisees. As to the property distributed, 
final action had been taken and the court 
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lost jurisdiction of the property so dis- 
tributed. 


NOTE: This case confirms the validity 
of a practice utilized by many attorneys 
of this jurisdiction when it is desirable 
to effect an early distribution prior to the 
audit of the federal or state estate tax 
returns. It is, of course, undesirable that 
all of the assets of an estate should be 
held subject to administration until final 
tax liabilities have been determined; at 
the same time, the fiduciary’s personal 
liability for those taxes continues until 
they are paid. Some title examiners had 
questioned whether a distributee could 
have good title under an order of “final 
settlement of account and distribution” 
where any jurisdiction was retained. 
This case would appear to give validity 
to distributions prior to the settlement 
of tax liabilities and make them final 
except that the state might thereafter 
set them aside; but the reservation of 
liquid assets will usually satisfy the title 
examiner that the property to be con- 
veyed will be free of that charge. 


Effective August 25, 1955, Section 635 
of Title 58 has been amended to permit 
a decree of distribution to be entered 
when taxes have been paid “or arrange- 
ments satisfactory to the Court have been 
made to secure the payment of the same.” 
The Legislature has thus, for the future, 
adopted the rule of this case. 


DISTRIBUTION — Murderer Holds In- 
herited Property as Constructive 
Trustee for Other Heirs 


Maine—Supreme Judicial Court at Nisi Prius 
Dutill vy. Dana, 148 Maine 541, 113 A. 2d 
499. 

Brown murdered his mother and im- 
mediately attempted suicide, dying three 
days later. He would have been the sole 
heir of his mother, and his will gave all 
property to a hospital. A bill in equity 
was brought against the executor of 
Brown’s estate by the person entitled 
as sole heir at law if Brown should be 
disqualified from inheriting his mother’s 
estate. The complainant sought to have 
the executor’ declared a _ constructive 
trustee of the property. 


The single justice reviewed the three 
lines of decision: (1) the murderer takes 
and keeps the property; (2) the mur- 
derer cannot profit from his own wrong 
and does not take; (3) the murderer and 
those claiming under or for him hold the 
property so acquired as_ constructive 
trustee for those next in succession. 


HELD: Legal title to the property 
passed to the murderer in accordance 
with the laws of descent and distribu- 
tion, who immediately upon acquisition 
became answerable in equity as a trustee 
ex maleficio and his executor held the 
property as constructive trustee for the 
heirs of the deceased mother, exclusive 
of the murderer. 


DISTRIBUTION — Share of Prede- 
ceased Residuary Legatee Goes To 
Survivors 


Indiana—Appellate Court 
Carey v. White, 126 N.E. 2d 255. 


The will provided for the payment of 
all debts, the erection of a marker on 
a cemetery lot, specific legacies to testa- 
tor’s church, to Ethel Carey, his only 
heir, and to her son. The balance of the 
estate was to be divided into three equal 
parts and distributed one-third each to 
Frank, Maude and Jane Hunter. Maude, 
named as a residuary legatee, prede- 
ceased the testator. This action was filed 
by the administrator with the will an- 
nexed to construe the residuary clause 
and for direction as to the disposition 
of the one-third interest bequeathed to 
Maude. 


The trial court found that the share 
of the residue bequeathed .to Maude 
passed to the surviving residuary lega- 
tees and that the residuum should be 
equally divided between the two surviv- 
ing residuary legatees. Judgment was 
rendered on the findings. The decedent 
left no heirs except Ethel Carey, the 
appellant,- who was the daughter of a 
deceased brother. Appellant argued that 
the testator died intestate as to such 
one-third share and that it passed to 
the decedent’s heirs-at-law by virtue of 
the law of descent. 


HELD: Affirmed. The _ residuary 
clause does violence to any thought of 
partial intestacy. The words, “balance 
of the estate,” embrace all that remains 
and reflects the intention of the testa- 
tor to dispose of his entire estate. It is 
the policy of the law to avoid a construc- 
tion of intestacy if possible. 


JOINT AND MUTUAL WILLs — Mutual 
Promises Are Adequate Consider- 
ation 


Washington—Supreme Court 

Raab v. Wallerich, 282 P. 2d 271; 146 Wash. 

Dec. 351. 

When Peter and Maude Wallerich 
were married in 1906, they entered into 
a written contract, subsequently lost, in 
which they agreed to consider their 
separate property as community prop- 
erty and to execute wills so that all 
their property would descend in equal 
shares to Clarence Wallerich, a _ son 
of Peter by a former marriage, and to 
the children, if any, of the parties. The 
contents of the lost agreement were 
proven by an affidavit made by the par- 
ties in 1942 in connection with a tax 
matter, and held admissible for the pur- 
pose, and by testimony of Mrs. Waller- 
ich, which was not barred under the 
dead man statute because she was not 
a party in interest. 


The Wallerich’s had two children, 
Harriette and Sally. They made several 
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wills from time to time, all of which con- 
formed with their agreement and pro- 
vided for the eventual distribution of 
all of their property equally among 
Clarence, Harriette and Sally. The par- 
ties accumulated substantial property, 
and Mr. Wallerich’s son, Clarence, be- 
came actively engaged in Mr. Wallerich’s 
business enterprises, for which he was 
paid an adequate salary. 

In 1950, Clarence determined to gain 
control of the businesses, and eventually 
purchased the interests of the sisters 
and the mother. While these negotiations 
were going on, Mr. Wallerich, then in 
the hospital, agreed with Clarence to 
leave all of his estate to him if he bought 
his sister’s and stepmother’s shares of 
the businesses, and made a new will to 
that effect, which was probated after 
he died in October 1951. In an action 
brought by Harriette and Sally, the 
Trial Court granted specific performance 
of the contract to make mutual wills. 


HELD: Affirmed. Mutual promises to 


devise by will are sufficient considera- 


tion to sustain such a contract. The con- 
tract was adequately established, both 
as to certainty of its terms and as to 
its execution. Raab v. Wallerich, 282 P. 
2nd 271; 146 Wash. Dec. 351. 

a & A 
@® John Potts Barnes took the oath of 


office as Chief Counsel of the Internal 
Revenue Service on May 9. 
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Joint TENANCY — Right of Sur- 
vivorship May Be Created With- 
out Knowledge of Other Joint 
Tenants 


Washington—Supreme Court 
Estate of Green, 146 Wash. Dec. 590. 


Nathan Green owned a share account 
in a federal savings and loan association. 
On the back of the signature card, in 
his own handwriting and over his signa- 
ture, he authorized the association to 
add the names of Mrs. May Roe and 
Clarence Roe to the account, with full 
withdrawal privileges. The face of the 
signature card provided for joint ten- 
ancy of the account with right of sur- 
vivorship and showed Nathan Green or 
Mrs. May Roe or Clarence Roe as the 


“aecount owners. 


Neither Mrs. Roe nor Clarence ever 
signed the account or signature cards, 
and did not know that Mr. Green had 
placed their names on the account until 
after his death. The administratrix of 
his estate claimed the account as an 
asset of the estate. Mrs. Roe and Clar- 
ence claimed by right of survivorship. 
The Trial Court held the account to be 
a part of the estate. 


HELD: Reversed. The savings and 
loan act provides for joint tenancy with 
right of survivorship, and that upon 
the death of a joint tenant the associa- 
tion shall be liable only to the survivor 
or survivors. Creation of the status 
recognized by the statute depends on the 
agreement between the person who opens 
the account and the association, and not 
upon the knowledge of other people that 
their names have been added to the ac- 
count as joint tenants with right of 
survivorsh:p. That presumptively be- 
came the status of the account, but the 
presumption, in the case of savings and 
loan associations, is rebuttable (by vir- 
tue of different wording in similar stat- 
utes relating to mutual savings banks 
and to banks, such deposits in banks 
and mutual savings banks are conclu- 
sive evidence of right of survivorship). 
In this case there was no evidence to 
rebut the presumption Mr. Green in- 


tended to make Mrs. Roe and Clarence 
joint tenants of the account with right 
of survivorship. 


JuRISDICTION — Partner’s Heirs Are 
Necessary Parties to Establish Es- 
tate Assets as Partnership Assets 


Oregon—Supreme Court 
Beers v. Beers, 283 P. 2d 666; Ore. 


The plaintiff brought a suit against § 


the defendant as administratrix of the 
estate of Clifford Beers, 
that the plaintiff and his deceased 
brother had entered into a farming part- 
nership and to determine that certain 
land and personal property were part- 
nership assets. The trial court deter. 
mined that a partnership existed and 
decreed that an accounting be had be- 
tween the defendant and the plaintiff 
and that the defendant convey an un- 
divided one-half interest in the real 
property to the plaintiff. 

Upon appeal the defendant contended 
that the trial court erred in assuming 
jurisdiction over the real property, prin- 
cipally for the reason that the heirs at 
law of the deceased were necessary and 
indispensable parties to a final deter- 
mination of suit and were not before 
the court. 


HELD: Reversed and remanded for § 
new trial. The heirs of the deceased § 
were necessary and indispensable par- ff 
ties. The court pointed out that the de- 


cedent took title to the real estate in 


his own name so that he, as a veteran, & 


could obtain a State Veteran’s loan on 
the property under the State Veteran’s 
Loan Act. In such a situation there 
would be fraud and, if so, a right of 
action would not arise between the par- 
ties thereto, equity leaving them where 
it found them. 


LIFE TENANT AND REMAINDERMAN 


— Former’s Power to Make Oil ’ 


and Gas Leases 


Texas—Court of Civil Appeals 
Guest v. Bizzell, 271 S.W. 2d 472. 


Testator gave his 1070 acres of land, 
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and all livestock, equipment, etc., thereon 
nt the time of his death to his wife for 
ife, with remainder over to his brothers 
and sisters or their heirs. The life tenant 
as given the power to “execute any... 
.as may 
he necessary during her lifetime for the 
purpose of meeting her expenses in life 
ond to pay any doctor or hospital bills 
jncurred and necessary ...” The life ten- 
ant here brought suit against the re- 
maindermen to have the will construed. 


HELD: The life tenant is authorized 
under the will to make oil and gas leases 
vithout the joinder of any other person, 
and the lessees under such leases shall 
mot be required to examine into the 
ecessity for such oil and gas leases. 


Further, other provisions of the will 
vave powers of sale, and testator made 
lear his intention that the estate was 
o be used and enjoyed by his wife dur- 
ing her lifetime. The decision as to the 
ecessity of execution of oil and gas 
leases vested solely with the life tenant 
“so long as she acted in good faith and 
not merely for the purpose of defeating 
the rights of the remaindermen, .. .” 
Such discretion as was lodged in the life 
tenant by the testator was intended for 
her exercise without interference from 
‘the courts. 


Lire TENANT & REMAINDERMAN — 
| Life Estate with Power to Use Did 
Not Create Fee 


Cailfornia—District Court of Appeal 
Estate of Smythe, 132 A.C.A. 402 (April 
18, 1955). 

Will provided: 


“All that I possess I give and bequeath 
to this same RUTH SMYTH for her dur- 
ing her life time, as she may need or see 
fit to use. If, upon her death, any of my 
estate remains, it is my will that such 
remainder be divided equally through her 
will between PACIFIC HOME a California 


Corporation in Los Angeles, where I now 


| eside, and the Church of the Messiah, of 


© which I am now a Member.” 


From a decree distributing the estate 


to Ruth Smythe in fee unconditionally, 
Pacific Home and Church of the Messiah 
appealed. 


HELD: Decree reversed. The power 
of disposition conferred upon the life 
tenant did not enlarge estate given her 
into a fee. The opinion contains the fol- 
lowing dictum: 


66% 


** Tt appears to be settled by the 
overwhelming weight of authority that the 
mere fact that the first taker is invested 
with the power to dispose of or consume 
the whole of the property for certain pur- 
poses does fot invest him with the abso- 
lute “a thereof and render the gift 
over void, ere taking the whole instru- 
ment togethér it is concluded that the in- 
tent was to give only an estate for life, 
with limited power of disposal or con- 
sumption. ***” 

NOTE: The dictum goes beyond the 
facts of the case. Ruth Smythe was only 
given such of the corpus “as she may 
need or see fit to wse.”” Where there is in 
addition “the power to dispose of” the 
property as by giving it away, there are 
many authorities that hold a fee title is 
conferred. If “the power to dispose of or 
consume” is limited to “certain purposes” 
as the dictum suggests, the rule just 
stated may not apply. The case could 
readily be misinterpreted as going 
further in the direction of limiting the 
estate than its facts justify. 


LIFE TENANT & REMAINDERMAN — 
Oil and Gas Royalties Apportion- 
able 


New York Surrogate’s Court, New York Co. 
Matter of Haldeman, N.Y.L.J., June 23, 1955. 


The will contained no provisions as to 
the treatment of Texas oil and gas 
royalties, which made up most of the 
trusts. 


HELD: Where there is no provision 
in the will, the New York rule requires 
benefits to both income and principal. 
The Texas rule requires apportionment 
of oil and gas royalties, 2714% to prin- 
cipal and the balance to income. With- 
out deciding which law was applicable, 
the court directed the trustees to attempt 
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to reasonably apportion the royalties be- 
tween income ‘and principal. 


LivinG Trusts — Trusts Valid Even 
Though Settlor Retained Absolute 
Control During His Lifetime 


Illinois—Supreme Court 

Farkas v. Williams, 5 Ill. 2d 417, reversing 

decision reported in Nov. 1954 T&E, p. 1061. 

Decedent executed four declarations of 
trust with respect to certain stock during 
his lifetime, naming himself as trustee. 
Under the trust instruments decedent 
provided that any of the stock held in 
the trusts at his death was to vest in a 
designated beneficiary as the beneficiary’s 
absolute property and reserved the right 
as trustee to deal with the stock in any 
manner, the right to receive all cash 
dividends during his lifetime, the right 
to receive proceeds from sale of the stock 
as his absolute property, and the right 
to change the beneficiary or to revoke 
the trust at any time. The administrators 
of decedent’s estate challenged the valid- 
ity of the trusts on the ground they were 
testamentary dispositions which had not 
been executed in conformity with the 
requirements of the Statute of Wills. 


HELD: The lower court’s decree in 
favor of the administrators is reversed. 
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Prior court decisions have established 
that a revocable trust under which the 
settlor reserved income rights is not in- 
valid as an attempted testamentary dis- 
position. Various other managerial and 
beneficial powers, either retained by the 
settlor or vested in him as trustee, have 
also been upheld. The settlor of any re- 
vocable trust is in a position to exert 
influence over the administration of the 
trust simply because he can revoke the 
trust at any time. Finally, the possi- 
bility of fraud, which the statute on 
wills is intended to prevent, is not present 
when the decedent’s intention is formally 
manifested to a disinterested third party 
during his lifetime. 


PERPETUITIES — Interest Vested in 
Time — Charitable Trust — Mer- 
ger of Legal and Equitable Title 


Texas—Court of Civil Appeals 


First Church of Christ Scientist v. Snowden, 276 
S.W. 2d 571. 


Testator left his property in trust with 
an income of a certain amount and use 
of an apartment to one beneficiary for 
life. The life beneficiary was also the 
trustee, and as trustee she was em- 
powered to increase her monthly allow- 
ance “to such a sum as she may deem 
reasonable for her services and neces- 
sary for her welfare.” Testator made 
clear in the will his desire to provide for 
the life beneficiary amply because of the 
care and kindness she had shown him. 
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During the life of the life beneficiary, 
the church was given a contingent right 
to excess income, and after her death the 
church was to receive all net income of 
the trust estate for a stated use. Pro- 
vision was made for a succeeding trustee 
and the trust was to be perpetual as to 
the church’s interest unless it violated 
the “law against perpetuities,” and then 
it was to be for 99 years after testator’s 
death. Power of sale was expressly de- 
nied the trustee at least during the life- 
time of the first income beneficiary. 


The church brought suit against the 
trustee to obtain a declaration of its 
rights under the will, contending that 
the trust was void and in view of the 
intent of the testator to finally benefit 
the church, that the fee simple title to 
the property attempted to be devised in 
trust vested in the church at testator’s 
death. 


HELD: (1) The interest of the life 
beneficiary did not merge with the estate 
devised to her as trustee, nor did it make 
her incompetent to act as trustee. 


(2) The interest of the church may 
vest during the lifetime of the income 
beneficiary if it receives excess income, 
and it will certainly vest no later than 
the death of the life beneficiary. There- 
fore, “. . . the prohibition against re- 
moteness in vesting made by the rule 
against perpetuities is not applicable to 
these interests.” 


(3) The trust for the church is a 
charitable trust and is therefore not 
limited in duration by rules governing 
private trusts. 


(4) It was unnecessary to determine 
whether or not the restraint against 
sale was valid, because if invalid, “there 
is left only the case of a trustee who has 
not been expressly given a power of sale, 
and in such a case the court can order a 
sale if circumstances warrant this.” 


(5) The gift of the use of an apart- 
ment for life is not invalid as opposed 
to public policy against interfering with 
the husband’s right to select the domicile 
of the family. 

PowErs — Limitations — Court Re- 
fuses to Remove Executrix for Al- 
leged Improper Exercise of Discre- 
tion 

Wisconsin—Supreme Court 
Estate of Koos, 269 Wis. 478. 


Under testator’s will, his widow was 
named executrix and trustee, and was 
granted authority “to sell, assign, and 
convey ... any or all assets, either real 
or personal ... for such prices and on 
such terms as she shall deem in the best 
interest of my estate.” Included in the 
estate were 1900 shares of common stock 
in a close corporation. Executrix voted 
the shares to elect herself and one Grace 
Koos to the corporation’s Board of Di- 
rectors. As directors, the executrix and 


Grace Koos elected themselves officers 
of the corporation with annual salaries 
of $12,000. 


Thereafter, executrix declined vari- 
ous offers to purchase portions of the 
shares, for amounts ranging from $125 
to $190 per share, because she did not 
like their terms and because she be- 
lieved such sales would relegate the es- 
tate’s remaining stock to an unfavorable 
minority position. However, she accepted 
an offer submitted by Grace Koos to 
purchase 700 shares at $180 per share, 
Action was brought to remove her ag 
executrix-trustee and to restrain her 
from selling the stock. The trial court 
approved the sale and refused to re- 
move the executrix-trustee. 


HELD: Affirmed. Testator’s will 
manifests an intention to grant the exe- 
cutrix-trustee the broadest of powers 
and discretion. When a will grants abso- 
lute or conclusive power and discretion 
to a fiduciary, the test of reasonable- 
ness or reasonable judgment does not 
apply. Only a fiduciary’s bad faith, 
fraud, or mere arbitrary action are open 
to court interference. The trial court’s 
determination that executrix had not 
acted arbitrarily or in bad faith but had 
exercised reasonable judgment is not 
contrary to the preponderance of the 
evidence. 


REAL PROPERTY — Heirs of Husband 
Entitled To Priority Over Surviv- 
ing Widow — Heirs Held Not 
Estopped To Claim Title 


Tennessee—Court of Appeals (Middle Section) 
Moore v. Carter, 277 S.W. 2nd 427. 


Decedent’s mother devised to him two 
tracts of real estate. Two days after 
the death of his mother the decedent 
died suddenly, leaving no will. He left 
no children, no brothers or sisters or is- 
sue of the same, and no surviving par- 
ents. He was survived by his widow, 
and seven cousins, who were also the 
heirs at law of his mother. The surviv- 
ing widow claimed title to the real 
estate under the statutes of descent and 
also upon the basis of estoppel. She 
testified that the mother of her hus- 
band had stated that she would will the 
real estate to decedent and his wife 
or the survivor of them. She said that 
both she and her husband believed that 
the property had been so willed by his 
mother. The trial court denied her 
claim under either theory. 


HELD: Affirmed. Under the statutes 
of descent if the decedent leaves n0 
heirs at law, his real property goes to 
the surviving widow in fee simple. If, 
however, the property is inherited from 
a parent, and the decedent leaves n0 
brothers or sisters, no children and n0 
surviving parents, then by statute the 
property passes to the heirs of the 
parent from whom he inherited the 
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ESTATES 


property. Clearly, therefore, the heirs of 
decedent’s mother would be entitled to 
priority. 

There is no basis for an estoppel, since 
there is no proof that the decedent’s 
mother made her alleged statements for 
the purpose of preventing him from 
making a will. Nor is there any proof 
that she knew or expected that he would 
rely upon her statements and thereby 
fail to make a will, nor any proof that 
his failure to make a will was in any 
way attributable to his mother’s state- 
ments. Likewise there is no proof that 
the decedent would have willed his prop- 
erty to his wife in the absence of his 
mother’s statements. Finally there is 
no showing that the deceased himself 
suffered any injury by reason of his 
mother’s failure to will the real estate 
as she had stated, and since the widow 
claims only through decedent, she has 
no basis upon which to assert an 
estoppel. 

REVOCATION & ‘TERMINATION — 
“Heirs” Not Necessary Parties to 
Suit to Cancel Trust 


Texas—Court of Civil Appeals 

Fisher v. Southland Royalty Co., 270 S.W. 

2nd 677. 

Settlor conveyed certain lands to his 
brother as trustee, creating an irre- 
vocable spendthrift trust for his own 
benefit. The trust was to terminate one 
year after settlor’s death, the corpus 
then to go equally to settlor’s brother 
and sister, or if either of them prede- 
ceased settlor, his share was to go to 
his heirs. 


Three years after the creation of the 
trust, the settlor brought suit against 
his brother as trustee, and against his 
brother and sister individually, to cancel 
and set aside the declaration of trust and 
deeds executed in connection therewith 
on the ground that he lacked mental 
capacity at the time he executed these 
instruments. Judgment was rendered 
cancelling the trust and revoking the 


| deeds. 


More than ten years later the “settlor” 
conveyed the land which had been sub- 
ject to the trust to defendants herein. 
Plaintiffs herein are the heirs of 
“settlor’s” brother and sister, who both 
died subsequent to the judgment can- 
celling the trust and deeds. Plaintiffs 
brought suit in trespass to try title, con- 
tending that they were “indispensable, 
necessary or proper parties” to the 
earlier suit which had resulted in a can- 
cellation of the trust. 


HELD: The plaintiffs had acquired no 
present interests in the remainder of the 
trust estate prior to the trust’s cancella- 
tion, but only contingent future interests. 
In addition, a living person can have 
no heirs and a conveyance of a present 
estate to the heirs of a living person is 
Void for uncertainty. 
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Only the two beneficiaries specifically 
named in the trust instrument therefore 
were necessary parties to the suit for its 
cancellation. Those beneficiaries had in- 
terests under the trust not in conflict 
with their “heirs,” and in protecting 
their own interest, they necessarily pro- 
tected their “heirs.” “The unknown, un- 
born or expectant heirs ... at the time 
of such suit and judgment, were virtually 
represented therein by their ancestors 
and bound by the judgment.” 


SUCCESSOR FIDUCIARY — Agreement 
by Original Trustee to Suggest 
Successor not Binding on Court 


New York—Special Term, New York County 


Matter of Title Guarantee & Trust Co. (Stoff- 
regen), N.Y.L.J., June 20, 1955. 


Title Guarantee & Trust Co. applied 
to the court for leave to resign, suggest- 
ing the appointment of Kings County 
Trust Co. as substituted trustee, coupling 
its suggestion with the consents of vari- 
ous beneficiaries. (The court observed 
that there was no “express request” by 
these beneficiaries for the appointment 
of Kings). The two banks had agreed 
that T. G. & T. would relinquish all its 
trust business and procure the appoint- 
ment of Kings as trustee in its stead. The 
court designated another bank. 


In attempting to persuade the court to 
change its designation, it was pointed 
out that since Kings was assuming the 
administration of many smaller and less 
desirable trusts pursuant to the agree- 
ment, it should be permitted to succeed 
to the administration of the instant large 
trust. 


HELD: Power to appoint a substituted 
trustee is vested by statute in the court. 
It is improper for corporate fiduciaries to 
attempt to appropriate this power to 
themselves, particularly where the pri- 
mary purpose of such an arrangement is 
profit. 


WILLs — Construction — Bequest 
of College Course to Nephews and 
Nieces Who Wished It Held Valid 
—Term “Wish” Held Not Precatory 


Massachusetts—Supreme Judicial Court 


Crockett v. Crockett, 1955 A.S. 489; April 29, 
1955. 


In a home-made will drawn by an un- 
educated person, the seventh clause read, 
“To all of my nieces and nephews, I wish 
that my Estate would provide a four 
year college course to any wishing to 
accept such.” The probate judge ruled 
that this was not a valid legacy in any 
amount to the nephews (there were no 
nieces). 


HELD: Reversed. This was a direct 
and present gift to each of the nephews 
and nieces, not dependent on the number 
who survived the testator. Each who de- 
sired it was to be furnished with a four 
year college course. The term “wish” 


was in no sense precatory. The testator 
showed in other clauses that he knew 
how to express a wish that was merely 
a hope and confidence that someone 
would do something. The probate court 
should fix a time within which the guar- 
dians could notify the court whether 
their wards would accept the gift and 
arrange the details. 


The residuary legatees contended that 
as the testator had no nieces he must 
have expected later born nephews and 
nieces to be included, and there might 
be some born beyond the limits of the 
rule against perpetuities, but the court 
dismissed this contention. There was 
nothing to take the case out of the rule 
that estates are to vest and be distributed 
as soon as convenient in the absence of 
anything to the contrary in the will. 
Also such a construction would be con- 
trary to the general plan of the will. 
It would tie up the estate indefinitely 
and obstruct the residuary clause, which 
provided for the testator’s wife, mother 
and son. 


WILLs — Construction — Fee Sim- 
ple Created Despite Use of Words 
“During, Natural Life” 


Kansas—Supreme Court 
Walker v. Koepcke, 177 Kansas 617. 


Hans Koepcke died in 1902, leaving the 
following as his will: 
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“Mindful of the Unsertenties of humen 
life, do make publish; and declare this 
my last will and Testiment.—In manner 
following.—After the Payment of my gust 
debts and funeret expenses.—I give devise 
and bequeath to my Wive, Menne Kopke, 
All the rest residence and Remainder of 
all my real Estate, and porsonel, Prop- 
perte, and Everting Belonging en my 
Premesses.— 


“During her Natguel Live.—” 


The estate was settled in 1923, and the 
court adjudged one widow to be the 
sole heir, devisee and legatee. When she 
died in 1930 she left this property to her 
son George with the provision that he 
pay to other children certain sums of 
money within two years after her death. 
In 1951, after publication of the notice 
of the hearing on the petition for final 
settlement of George’s estate, his sister 
commenced this action against his heirs 
claiming to be the owner of an undivided 
one-fifth interest on the ground that 
Han’s will created only a life estate in 
his wife, dying intestate as to the re- 
mainder. The District Court rendered 
judgment against the sister. 


HELD: Affirmed. Reading the instru- 
ment in the light of its broken English, 
and bearing in mind the law requires a 
construction which will prevent a partial 
intestacy to one which will permit it, 
the court concluded that Hans intended 
to devise full and complete title to all 
the property to his wife, with no thought 
that the term “During her Natguel 
Live,” which he saw fit to include there- 
in, would do more than imply that she 
could not take such property with her, 
when the time came for her to pass to 
her Fathers. 


WILLs — Construction — Grandson 
Receives Part of Estate for Life and 
Part in Fee 


North Carolina—Supreme Court 
Edwards v. Edwards, 241 N.C. 694. 


The will made the following devises: 
“Item second I give devise and bequeath 
to my beloved wife Peninah Best for and 
during the term of her natural life all 
of my real estate and at her death I 
devise that my land shall be equally 
divided between all my children and my 
grandson George Edwards to have and 
to hold to them during their lives and 
if any one of them shall die without 
leaving any child or children then to 
the others who shall survive that said 
land shall not be sold by them or either 
of them nor be subject to their debts 
and at the death of my said children 
each one’s share shall belong to their 
children if they leave any and if they 
leave no children then to the survivor or 
survivors of my children and their issue 
in fee simple.” 


At the testator’s death he was sur- 
vived by two daughters, one son, and 
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the named grandson, only child of a 
deceased daughter. One daughter died 
before the widow, leaving no child. The 
other son and daughter died after the 
widow, leaving no children... The named 
grandson was the, sole surviving heir 
at law of the testator and his children. 
Suit for declaratory judgment was 
brought by the named grandson against 
his children to determine their interests 
in the property. 

HELD: The named grandson stands 
upon an equal footing with the children 
of the testator and is included in the 
word “children.” He owns his original 
share as tenant for life with remainder 
to his children. He owns the other 
shares in fee as remainderman. 


WILLs — Construction — Where Gift 
of Specific Legacy Is Followed by 
Gift of Fraction of Estate, Refer- 
ence to Entire Estate Pertains 
Only to Remaining Property 


New Jersey—Superior Court 
In re Gardiner’s Estate, 113 A. 2d 527. 


Decedent gave his wife one-half of his 
entire estate. The remainder was left in 
trust, income to his wife for life, with 


corpus over to named beneficiaries. 
taxes were to be paid by residuary estat 
HELD: The widow is entitled to on 
half of the estate free of charges fg 
inheritance and estate taxes. In the ah 
sence of a provision to contrary, af 
ministration expenses and counsel fee 
are to be borne by the entire estate. 


A A A 


Trustman Wins Law Fellowshi 


Norman A. Wiggins, associate trus 
officer of Planters National Bank an 
Trust Co., Rocky Mount, N. C. has beer 
awarded the Harlan Fiske Stone Fellow 
ship to Columbia University’s School o 
Law. Wiggins, a cum laude graduate of 
the Wake Forest College Law School 
will go to Columbia on August 27, to be 
gin his studies. The $2,500 fellowship 
entitles him to a year of graduate work 
He will be a candidate for the degree o 
doctor of science of jurisprudence. 


Wiggins joined Planters Bank as as 
sistant trust officer in 1952, and in 19 
was promoted to associate trust officer 
He assisted in creating and establishing 
the Rocky Mount and Roanoke-Chowan 
Foundation. 
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